FAR EASTERN 


ECONOMIC REVIEW 


Vol. XXI Hongkong, September 6, 1956 No. 10 
China’s Security Police and Taiwan Japan Problems of Economic Expan- 
TAD as RE eee 293 The Japanese Economy in Fiscal SO) re er rere 314 
per atacteatasastntnes ss 3805 
er ae ‘f Economic Létter from Manila .. 316 
Industrial and Commercial 
Malaya’s Growing Port _................ 295 Reporte tall a... ett on. 307 
Finance & Commerce 
Cambodia 
Land Problems in the Far East _.. 296 Hongkong Exchange and Share 


People 


Modern Ways of Marketing and Philippines 


Distribution 


The Philippine Economy in 1955 312 


Prince Sihanouk and the Khmer 


cnn enn hn 310 Markets SS ae eer Ly 
Singapore Share Market .......... 318 
August Trade Reports ................ 319 


CHINA’S SECURITY POLICE AND TAIWAN 


Every released Western captive who tells his 
story when he returns to freedom adds to the con- 
tempt in which the outside world holds the lega! 
and judicial machinery set up by the Communists 
on a “revolutionary” basis, and without proper civil 
or criminal codes. For two years now China’s rela- 
tions with the United States remain deadlocked 
largely because of the conviction of American mis- 
sionaries and others for heinous “crimes.” The 
Foreign Ministry has obviously quite a struggle 
to get the Chinese equivalent of the Gestapo and 
the ‘“Gay-pay-00” to release some of its victims at 
long and irregular intervals. It is not merely a 
matter of the “face” of the police and judicial au- 
thorities; it is also an issue of Party and political 
power with far-reaching implications, perhaps ex- 
ceeding the significance of the fall of Beria and the 
absorption of the great power of the secret police 
by the Army and other authorities. 


It is almost certain that if the moderates in 
the Peking Government had their way, the. remain- 
ing ten or a dozen Americans still held in prison 
would be released at once. Indeed there is reason 
to believe that their custodians have actually been 
persuaded to concentrate them in a position which 
would allow this to be done at a mere signal. But 
it seems that the fight behind the scenes in Peking 
still goes on. All the Peking daily papers on 
August 29 denounced the United States for creating 
“new tensions at a time when international tension 
is easing.” This was not designed as a mere coun- 
terblast to the singularly quiet and restrained atti- 
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tude of the U.S. Government to the shooting down 
of an American Navy patrol aircraft over interna- 
tional waters. It looked much more like a retort 
by the Party diehards and the “third force” of the 
secret police to the pressure for the release of the 
American prisoners so that diplomacy may break 
out of its present frustration. The police have now 
raked up a very unconvincing story, first disclosed 
some months ago, about the alleged despatch of 
“large numbers of special agents into China to 
undermine the Government.” Two groups of such 
special agents were said to have been detected or 
captured along the Shantung coast, and the people 
were urged to increase their vigilance. This line of 
defence appeared just five days after an agency 
report from Peking indicated that the release of 
the Americans still detained could be expected at 
any moment. The refusal to release them was one 
of the reasons why Washington (and President 
Eisenhower in particular) banned the correspon- 
dents’ visit. 


The People’s Government are finding it hard to 
justify the enormous waste of money and men in- 
volved in the maintenance of the Security police 
and the special forces attached to them. They are 
certainly no more popular with the masses than 
were the S.S. and Gestapo in Nazi Germany or 
Beria’s sinister armed State within the State in the 
Soviet Union. The People’s Procuratorate admit 
that their sole job is to track down and dispose of 
counter-revolutionaries. Yet since all the mis- 
sionaries and nuns—whose “political conspiracies” 
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are regarded with derisive scepticism among all intelligent 
people—were got rid of, the procurators seem to have been 
hard put to it\to find any formidable foes. And the great 
play recently made in. the Communist. Press of the “Big 
Three Cases” confirms the general impression that most 
of these “security police’ lag superfluous on the scene. 


But they insist that there are still a few counter- 
revolutionaries who would “rather die than mend their 
ways.” Three cases are mentioned to point the moral and 
adorn the tale. One Wang Yu-chang in Anhwei stabbed to 
death with a knife the mother, wife, son, daughter and 
sister-in-law of a militia head and local people’s deputy 
named Wang Ko-chung; counter-revolutionary Liu Li, of 
Paoanhsien in Kwangtung, ‘“‘dynamited’”’ the Canton-Shum- 
chun Railway while the people were celebrating May Day. 


“These two cases tell us,’’ says an editorial in the People’s 
Daily, “that it is wrong to think that, as the situation at 
home and abroad is so favourable to us, no counter-revolu- 
tionaries will persist in their standpoint. As a matter of 
fact there are fellows who persist in the counter- 
revolutionary standpoint and carry on their activities and 
who will seriously endanger us when we are not on the 
alert.” The third case was that of Yang Cheng-tsai in 
Kirin. The People’s Procuratorate in Changchun  sum- 
moned a mass meeting attended by some 25,000 people to 
announce that it had graciously waived the prosecution of 
Yang Cheng-tsai, “secret agent of the Chiang Kai-shek 
group, who confessed to his crime, showed genuine repen- 
tance and performed useful service. Not only that, but 
he was given material reward and an opportunity of em- 
ployment.’”’ Before the Communists seized power he work- 
ed for the Nationalists in Liaoyang, and later fled to Tsing- 


tao and then to Taiwan as the Communist armies advanced . 


southward. It was alleged (as usual) that in -Taiwan he 
attended various courses for intelligence and espionage and 
“was sent to the Kirin-Liaoning border region to collect mili- 
tary and political information. He “sneaked into the main- 
land via Hongkong’ in September 1955 but by the time he 
arrived at his old home in the Liaoyuan municipality, he 
became scared because of the drive against counter-revolu- 
tionaries and fell into a panic instead of doing his alleged 
job. Actually he seems to have returned to rejoin his 
mother and brother rather than to act as a spy. He was 
always in terror of being hounded down as a former K.M.T. 
official and having satisfied himself that if he “confessed” 
he would be treated leniently and be freed from the endless 
fears of the secret police which gave him “neurasthenia and 
gastro-intestinal trouble,” he duly “confessed.” 


The other counter-revolutionary, Wang Yu-chang, ap- 
pears to have been an ordinary criminal—a “habitual rob- 
ber’? who was always stealing and had also indulged in kid- 
napping women. Before the “liberation’? he had worked 
for the puppet troops. Thus he was doubly a. marked man, 
and his chief victim who was head of the local militia was 
on his track. So the counter-revolutionary decided to kill 
the militiaman first. He broke into the house and killed 
practically the whole family. Public security personnel 
came along and shot him dead. 


Naturally Hongkong takes a greater interest in the case 
of Liu Li, who—like the mythical Nationalist soldiery or 
bandits on the Mukden line on Sept. 18, 1931, ‘demolished 
a rail”—this time near Shumchun, on May Day 1956. No- 
body in ‘Hongkong seems to- have heard of this dastardly 
interruption of communications, so presumably (again like 
the Mukden incident), it was “only a little explosion.” Even 
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so it was not until a month later that the miscreant was 
laid by the heels. It was in Hongkong, apparently, that 
the man had “a short course in demolition tactics,” and it 
was here too that a Chiang Kai-shek agent assigned him the 
task of demolishing the railway bridge near Shumchun. He 
got $500 for this and on May 31 received a new assignment 
and sneaked back to Shumchun with “four pieces of radio 
transmitter spare parts.” He was arrested by public 
security men the same day, and then confessed all his 
crimes. He was executed by the People’s Court of Paoan. 


Finally, the announcement was made by Peking on 
August 21 of the break-up of “a powerful counter-revolu- 
tionary group” that had actually monopolised the affairs 
of the Chinese Communist Party Committee in the village 
of Nguchuang, in Honan Province. It seems that this group 
were there before Liberation. Nothing was done about them 
all through the ‘years till somebody wrote to the Big Chiefs 
in Peking. Action was then taken, the supervisory com- 
mittee set their watchdogs to work, and they collected a 
mass of evidence against these “criminals.” They appear 
to have been a bad lot, like the bandits so common all 
over China before the Liberation. So they were expelled 
from the Party and given long terms of imprisonment. 


These cases are intended to be answers no doubt to 
the revelations made by deputies in the National People’s 
Congress recently. There is in fact nothing so bad or 
backward in present-day China as the Chinese administre- 
tion of justice. The age of the snoopers has gone, when 
every foreign and every Chinese bourgeois household had 
constant visitors enquiring into- every tiny detail of person 
life that concerned the individual alone and the State not 
The foreigners have all gone, so presumably the 
amassing of personal dossiers—another “advanced experi- 
ence” of the Soviet Union—has also ended. There was 
nothing like it anywhere else in the world—unless it be 
in Sakhalin or Yakutsk. It was wholly out of keeping with 
the dignity and traditions of the world’s most mature and 
intelligent people. The fact that the minions of this kind 
of “law” had most to do with the imprisonment of mis- 
sionaries and the preposterous, child-like charges levelled 
against them, does nothing to enhance the national prestige 
of the security system and personnel or the international 
standing of Ch’na and her people, which deserve something 
better. 


Police are, of course, necessary everywhere, and special 
sections are also commonplace. But it is all a matter of 
proportion and of functions. There is probably no demand 
for “boundless leniency” in China. The populace have not 
been encouraged to that point! But the Chinese people 
may well be expected to have a judicial and security system 
which will minister to rather than detract from the position 
China has regained in the world. Perhaps something may 
be done toward this as a result of the “inquiry work con- 
ference” of the Supreme People’s Procuratorate which 
lasted three weeks in Peking and ended on July’ 20. This 
conference’ was undoubtedly the result of the severe criti- 
cisms that had been passed at the People’s Congress the 
month before, and may be taken as one of the signs of the 
determination of the leaders to build up a respectable system 
of justice in place of the lawlessness which followed the 
people’s revolution and the repudiation of all the laws and 
codes so painfully drafted by pteceding Governments. 
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MALAYA’S GROWING PORT 


One year after being elected to office, the Alliance 
Government has given the green light to a HK$60 million 
project for developing Port Swettenham. It will take five 
years to finish and carve out of a mangrove swamp, at 
present the home of crocodiles and small mud _ crabs, 
wharves and dock facilities that will be able to handle some 
of the biggest ocean freighters likely to stop in the F'edera- 
tion. 4 4 

Money for the project has been approved by the Federal 
Legislative Council. For the Federation of Malaya it will 
mean having a port that is able to handle a great deal of 
the country’s raw materials that are shipped out by sea. 
It will also mean a new site that will be capable of ex- 
pansion if trade should grow at the same pdce as it has 
done in the last few years. 

For shippers and exporters who use the port it will 
mean the end of delays which have become all too frequent 
in recent years as the tonnage moving through the port has 
steadily climbed and begun to outstrip the facilities avail- 
able. Many of the delays have been checked by modernis- 
ing equipment, using fork lift trucks and constructional 
changes that have speeded the clearance of cargo off the 
docks. In five years’ time there will be wharves to handle 
incoming traffic and separate wharves to handle ships load- 
ing in the port. 

The Alliance Government, before making the decision, 
had conflicting reports before it. Malayan experts were in 
favour of building an entirely new section to the crowded 
port at Deep Water Point where there is ample draught for 
ships but at the moment nothing but mud and mangrove 
roots. A 1,000-foot bridge, of twenty spans of 40 feet each, 
would connect it to the main marshalling yards of the rail- 
way. One problem that had to be disposed of at an early 
stage was whether this would make the port vulnerable in 
the event of war. 

It was held that a few bombs would immobilise the 
bridge and render half the port useless. But defence ex- 
perts approved the scheme with the proviso that in the event 
of war an alternative means of access would have to be 
quickly provided. A Government spokesman said, “if we 
have a project that is worthwhile then we must put it in 
the best place and then provide for the defence. In the last 
war it was found that only by persistent and constant attack 
was it possible to put a bridge out of action for a long 
time. The power of repair, it has been found, can be made 
to keep up with the ordinary power of bomb damage’. 

Another doubt was cast by a World Bank Mission which 
examined the site carefully and decided that a better plan 
would be to expand the existing wharves and forget. about 
starting a new section of the port at Deep Water Point. It 
threw back a start by several months but shipping agents, 
railway and port officials, still strongly recommended a 
fresh beginning which would provide separate incoming and 
outgoing berths. It is this scheme that has prevailed despite 
the fact that it is HK$20 million more expensive_than the 
bank mission’s scheme. 

Already Port Swettenham is handling almost as heavy 
a tonnage as Penang. Monthly tonnages have lately been 
consistent at over the 100,000-ton mark and the port, when 
working at full capacity, has often approached the average 
of 140,000 tons handled by Penang. The northern port of 
Penang, over 150 years old and a regular stop for passenger 
liners, is likely to be eclipsed by Port Swettenham when 
the new wharves are built. Then the tonnage handled at 
the Central Malayan port is expected to rise towards two 
million a year. 


Aesthetically it will be unfortunate for Penang, an 
island, has rightly got a name for beauty. Port Swetten- 
ham, which its best friends would not call pleasant, has 
the functional advantage that most of the ships can load 
and discharge alongside the wharves while at Penang the 
bulk of the work is done in the roads. 

Neither, however, are ever likely to rival the seven to 
eight million tons that is yearly moved through the Singa- 
pore port, 

Port Swettenham has always been the ugly duckling of 
the Malayan ports. It was the brainchild of Sir Frank 
Swettenham who, a few years after he built the grandiose 
but imposing Secretariat building in Kuala Lumpur. planned 
the port 30 miles away which would become the main en- 
trance and exit to the town. Singapore and Penang were 
jealous and ridiculed the idea but he went ahead neverthe- 
less at the mouth of the river that is reached through wide 
channels cut through the swamps and which is built on the 
only piece of firm land for many miles around. 

It was prophesied that the port would become a white 
elephant and in fact came within an ace of being so. Malaria 
nearly killed it at the outset for there had been many 
deaths from the disease among the labourers when the port 
was built. Nothing was known about draining or oiling at 
that time and after the opening of the port in September 
1901, the Government staff and labourers were installed. In 
a month, 118 of the 176 sent to the port were down with 
fever and the port was closed. 


From engineering pioneering Port Swettenham became 
one of the first areas to demonstrate the worth of the then 
comparatively untried control techniques of malaria. One 
hundred acres was drained and bunded to exclude salt water 
and within six weeks there was a remarkable drop in the 
malaria rate and the port could be opened, for work again. 
But it was some years’ time before it began to be used 
extensively and shippers for many years still preferred to 
go through the established ports of Singapore and Penang. 

Port Swettenham owed its success as much as anything 
to the rubber boom that came to the Federation of Malaya 
with the turn of the century. Today rubber still forms 
half of the produce that moves over the wharves and in 
recent years it has been extensively equipped to take a new 
form of rubber—latex which is best known for its use in 
foam rubber cushions and mattresses. Storage tanks of a 
considerable capacity have been built at the port to take 
supplies from waggons and lorries and the liquid rubber is 
pumped directly into the ship’s storage tanks. 


The new extension will enable more to be done with 
latex and it is expected that the export of rubber in this 
form will increase substantially in the next decade. 

One of the reasons why the port needs to be extended 
is that in the next few years a heavy development programme 
will be introduced. Much of it will be aimed at producing 
more for the home market, but an important feature is the 
work that is planned on replanting estates with rubber trees 
that give a higher yield. In favourable conditions this can 
almost double the yield from estates and will mean propor- 
tionately more to be exported. 


The Government has assisted the rubber estates to the 
extent of HK$550 million at least as much again will be 
added by the estate companies themselves while many com- 
panies look forward to virtually a complete replacement of 
their old trees. For HK$60 million an efficient port capable 
of a quick turn round will be cheap at the price for develop- 
ing Malaya. 
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LAND PROBLEMS IN 


By Pablo 


Land tenure conditions affect the motivation of farmers, 
their interests and opportunities. If these are not conducive 
to agricultural development, the rate of progress is retarded, 
and much of the efforts and funds made available for as- 
sistance are wasted. Progress in economic development re- 
quires improvements in land tenure. The principal land 
problems of the countries in the Far East may be grouped 
into five heads as follows: 


1. Increasing production on land by creating new 
farms on public virgin lands and by increasing production 
per unit area. 2. Eliminating absentee landowners and 
making tenants on their lands owner-cultivators. 3. Pro- 
viding credit facilities to permit farmers to impYove land, 
avoid borrowing at exorbitant interest and help maintain 
the improvements. 4. Consolidation of small holdings. 
5. Improving tenancy conditions. 


The degree of importance of each of these 
varies in the different countries because of the 
of land use and the ratio of land to man. The countries 
may be grouped into two. One group consists of those 
countries which still have large areas of land available for 
settlement and agricultural production. (Thailand, Indo- 
nesia, Burma, Cambodia, Malaya, the Philippines). The 
second group includes those countries whose land areas are 
already all settled and utilized for agricultural production. 
(India, Pakistan, Japan). The land for agricultural deve- 
lopment and production in this group is also limited in 
relation to population. Consequently, emphasis is placed in 
the redistribution of land. rather than in the settlement 
of new areas which is emphasized in the countries of the 
first group. 


problems 
intensity 


Land Reforms 


1. Settlement of public lands. Settlement of public 
lands is being undertaken to increase production by aug- 
menting area under cultivation and to give land to the 
landless. This is true in Thailand, Indonesia, Burma, the 
Philippines where large areas of public domain still abound. 
The program in each country differs. 


In Thailand, land settlement projects are being carried 
out by the Ministry of Public Welfare. This office locatgs 
portions of the public domain which are suitable for farm- 
ing. When an area is located, which should not be less 
than 25,000 roi, the government surveys and sub-divides it 
into plots of 20 roi each. Besides a school house, a road 
is constructed by the government connecting the new settle- 
ment area to the nearest national highway. The Ministry 
of Public Welfare receives and screens applicants. Those 
accepted are advised to form a cooperative association. 
The settlers whose houses, draft animals and farm imple- 
ments are supplied by the government are required to repay 
the costs of these facilities. Costs of houses plus interest 
at 10% p.a. are repayable in 8 yearly installments. The 
Ministry of Public Welfare also provides free hospital, 
medical care and schooling to the children of the settlers 
of schoo] age. There is compulsory education throughout 
the country for every child of school age up to the age of 
15 years. 


In Indonesia, the government is attempting to increase 
production by giving land to its landless population through 
its program of “transmigration” of the inhabitants of 
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the densely populated island of Java to other sparsely 
populated islands, such as Sumatra and Celebes. The 


government plans to move about 100,000 families from Java 
to sparsely populated islands every year. The difficulties 
encountered in implementing this program, are lack of 
funds and the existence of community or tribal ownership 
of land established by customary laws in the sparsely popu- 
lated islands. 


In Burma, the Constitution of the country provides for 
the nationalization of all lands. The State reserves the 
right to regulate, alter or abolish land tenures or resume 
possession of any land and distribute the same for collec- 
tive or cooperative farming or to agricultural tenants. This 
is implemented by the Land Nationalization Act of 1948. 
There is a Central Land Nationalization Committee appoint- 
ed by the President to control and supervise all other land 
committees and also to give advice to them in regard to land 
nationalization work. Below the National Land Nationaliza- 
tion Committee are District Land Committees and under 
each of these District Land Committees are Village Land 
Committees. When a tract of land in a village has been 
taken over by the government for distribution, the Village 
Land Committee calls for applicants who desire to own land 
and screens these applicants. The land is then distributed 
in plots (tadontun) to the qualified applicants. The size 
of the tadontun given to an applicant depends upon the 
size of the area for distribution, but in no case less than 
7 nor more than 12 acres to an applicant. The order of 
priorities in the distribution of the land is as follows: first 
tenants; second agriculturists who possess farms, the area 
of each of which is only a little more than one-fifth of the 
tadontun fixed as a basis of the distribution of the land 
taken over by the government for distribution; third seasonal 
agricultural laborers; and fourth priority to casual field 
labourers. Under this bold program of land reform, the 
government intends to take over from private firms and 
individuals about 6,226,150 acres of land for distribution. 
The estimated compensation to be paid by the government 
to the owners of this area of land amounts to 137,643,560 
kyats. The weakness of this program is that while the law 
has provided for fair compensation to landowners whose 
lands are taken over by the government for distribution, yet 
the manner of payment is not definite. Actually, the gov- 
ernment has not as yet made any payment for lands that 
have been taken by it and distributed to the village people 
in 1953-1954. 


In Malaya, four-fifths of the land is covered by virgin 
forests. One of the major problems is the orderly disposal 
of this vast public domain to the best advantage of the 
cultivators. The present method of disposition of the public 
domain is wasteful and often does not increase the pro- 
duction of the land. The rest of the land of Malaya, about 
one-fifth is cultivated with rubber, coconuts, oil palms, rice, 
pineapple and tea. 


In the Philippines, the government has organized land 
settlement projects, carved out of the public domain. The 
National Resettlement and Rehabilitation Administration 
(NARRA) is the agency in charge of carrying out the land 
settlement program of the government. In addition, people 
who pioneer and settle upon portions of the public domain 
are encouraged and aided. NARRA distributes land on 
land settlement projects to deserving applicants in plots of 
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from 6 to 8 hectares each, depending on the size of the 
family of the applicants. The settlers are selected from 
congested rural areas and are assigned to these projects. 
NARRA provides the settlers with farm implements, trans- 
portation, draft animals, and subsistence and other forms 
of aid up to the first crop. The Bureau of Lands aids home- 
steaders by surveying their homesteads and issuing patents 
to them as fast as they have complied with the requirements. 


2. Purchase of landed estates owned by absentee 
landowners. There is .a predominance of. small holdings of 
tenants and most of the lands cultivated belong to absentee 
landowners. Such condition is not conducive to improve- 
ment in agricultural production. There is, therefore, a 
movement to have the governments purchase big landed 
estates and resell them to the tenants-occupants on an easy 
installment plan. This movement is strong in India, Thai- 
land and Burma. Today, tenancy in Japan has been re- 
duced from about 60 per cent of all farms before the war to 
only about 8 per cent. In the Philippines, some large landed 
estates have been purchased by the government and resold 
to tenants. 


3. Consolidation of scattered small and uneconomic 
holdings. This type of land reform is being pushed in India 
where many farmers own land in small plots scattered in 
different places within a village or in different villages. 
Under this land reform program, the government takes over 
the land in the villages, through the consent of at least 51 
per cent of the farmers in each village and redistributes the 
land in plots of 5 to 10 acres per farm family. Any farmer 
who owned scattered (fragmented) holdings will be given 
the equivalent of the total area of all his holdings in one 
solid block. He will be paid by the government a reason- 
able price for the excess over 10 acres of the total area 
of his scattered holdings. 


In Burma, the consolidation of fragmented holdings is 
being done indirectly under the Land Nationalization Act. 


4. Cooperative farming. Cooperative farming which 
involves pooling lands of farmers has not been developed 
as a permanent land reform in any of the countries in 
Southeast Asia. Experiments on cooperative farming are 
being developed in India and Thailand. In India, the gov- 
ernment allots 1,000 acres of land to a group organized 
into a cooperative association for the purpose of cultivat- 
ing the land. Each member of the society is given 10 
acres, but the ownership of the entire area remains with the 
cooperative society during its process of development. Dur- 
ing the first three years the settlers work on the land as 
farm laborers—employed by their own cooperative associa- 
tion. In the next five years they work their 10-acre plots as 
tenants of their cooperative association; and at the end of 
ten years they are given title to their plots. 


In Thailand, there are cooperative associations or- 
ganized for colonization of virgin lands. Landless people 
voluntarily organize themselves into an association and apply 
for a tract of land from the government. The government 
selects an area and once this area is surveyed it is turned 
over to the cooperative society. The society then distri- 
butes the land in plots of 10 acres to each member. The 
society gives him a deed and the settler applies for a title 
of ownership. The settler is prohibited from selling his 
plot within five years after he has acquired the title of 
ownership. 


The success of the system both in India and Thailand 
would largely depend, however, upon the extent of con- 
tinuous financial and technical assistance given by the gov- 
ernment to the settlers. It was thought that cooperative 
farming might be an alternative solution to sub-marginal 
farms and make such farms économic units. ‘Cooperative 
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farming may also make possible better utilization of re- 
sources and equalize the distribution of land. 


5. Tenancy reforms. Tenancy exists in all Southeast 
Asia. The discontentment in the rural areas of these coun- 
tries invariably springs from high rental and the insecurity 
of tenure of the tenant farmer. Rentals are generally 
paid either in shares of the produce or in money, or both. 
Although there is much variation in practice, the most 
common system of crop division is an equal sharing of the 
produce between the landlord and the tenant, who provides 
his labor, draft animals and-farm implements. In several 
countries attempts have been made to legislate on the oc- 
cupancy rights and obligations of tenants but the actual 
tenant-farmers—tke share-croppers—enjoy no such legal 
protection. Even in countries where tenancy laws exist, 
their main problem was that of enforcement. Few countries 
provide for the security of tenure of the tenant-farmer. 
This absence of security of tenure’ constitutes a major 
obstacle in the economic development of the countries con- 
cerned. The tenant-farmer has very little incentive to in- 
crease his production. What is left of his share, after 
deducting the land rental, provides a bare subsistence mini- 
mum. Even in countries providing for the security of 
tenure of tenant-farmers, the agency created in each for 
the implementation of the legislation appears to be inade- 
quate. Moreover, the laws, most often, do not provide 
penalties for their violations. In India disputes between 
landlords and tenant-farmers may be brought and decided 
by the agrarian courts. In ihe Philippines the Court of 
Industrial Relations also attend to disputes between em- 
ployers and employees in industrial and commercial firms. 
Consequently, disputes bétween landlords and tenant-farm- 
ers are generally not attended to at the right moment. The 
Agricultural Tenancy Commission, created in September, 
1954, has no authority to decide cases; it merely acts as an 
arbitration agency. 


6. Creating the optimum family-sized farms. The 
average size of farm varies from country to country due 
largely to the differences in the man-land ratio. For in- 
stance, the average size of farm is 12 acres in Thailand; in 
Burma, 10 acres; in Java, 3 acres; in the Philippines, 10 
acres; and in Japan, 2.5 acres. The farm size is not merely 
an area concept. There are many other factors affecting 
the determination of the optimum size of farm, such as 
type of farming, land classes, intensity of land use, avail- 
ability of irrigation and drainage facilities. Another diffi- 
culty is how to measure the size of farm. Within the same 
type of farming with only one crop, the land area would be 
a suitable measure. But within the same type of farming 
with more than one crop, the crop acres would be preferred. 
For comparison of size between different types of farming, 
the size of the farm business could best be measured by the 
number of man work units. In view of the complexity of 
factors that affect the determination of the optimum size of 
family farm, the approach to the solution of the problem 
has been one of trial and error. 


Financial Aspects of Land Reform 


Basis of compensation. The question of compensation 
to be paid to landlords whose lands are purchased by the 
state for resale to tenants could be based upon the market 
value of the land, past and present, current rents or as- 
sumed rents, gross annual produce, capitalized value of land 
on the basis of annual’income and the prevailing rate of 
interest, landlord’s net income, or the land revenue as as- 
sessed by the government. No country has paid the full 
market price of land as compensation. “Net income was thé 
best basis of compensation. Current rents or fair rents, 
net assets'or landlord’s net income and land revenue were 
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interrelated on this basis. These bases have been tried in 


India and Pakistan. 


Land revenue as a basis of compensation would be 
simple and in fair adjustment to the quality of the land, 
or its income-yielding capacity. But here the difficulty is 
that since revenue assessments are made after long periods 
and not simultaneously in different parts of the country, 
the burden of land revenue is not uniformly spread. A 
uniform multiple of it when paid as compensation would not 
meet the claims of justice to all landowners. The lightly 
assessed ones would receive lower compensations than heavily 
assessed ones. Burma has used this basis with success. 
The best method would be to make the net annual income 
of the landlord (rent received minus cost of investments 
made and land taxes paid) as the basis of compensation. 


Method of payment. After arriving at the magnitude 
of compensation, should it be paid in cash or in bonds? 
If in bonds, should the bonds be negotiable or non-negoti- 
able, interest-bearing or non-interest bearing? If interest- 
bearing what should be the rate of interest and what should 
be the period of redemption? Payments should be partly 
in cash but the major portion in bonds. Some cash paid 
to the landlords should give them financial means for ad- 
justing themselves to the new circumstances. Small land- 
lords may be paid off in cash to save the expense and in- 
convenience of issuing bonds of small denominations. Cash 
payment however should be limited to the amounts available 
from current revenues, loans from the public and payments 
made by the purchasers, otherwise created money for the 
purpose would result in inflation. So far as the bonds are 
concerned, they should be non-negotiable and non-transfer- 
able bonds so that transactions in them may not upset money 
market or create inflationary conditions. India used 
negotiable bonds (carrying from 2 to 33 per cent interest 
per annum) as a method of payment but since the imple- 
mentations of the schemes are slow the method has not led 
to inflation. 


Financing purchase of land and improvements by cul- 
tivators. The cultivators should pay the full amount of 
the compensation money. This would not involve high finan- 
cial burden on the taxpayer, would be anti-inflationary in 
its effects on the economy and would make the new land- 
owner prize the land received by him and induce greater 
incentives for effort and investment. Burma does not 
charge cultivators for land given to them under its Land 
Nationalization Scheme, since these new landowners are too 
poor to pay and the state revenues could easily absorb the 
burden of payment to the landlords under a system of long 
period installments. 


Where payment was to be made to the state in the first 
instance cash was the most convenient. Where the pay- 
ment was to be made to the landlord direct, payment in 
produce could be tried but preference should be given to 
cash payments. In Indonesia where payments in kind 
through the medium of state agency has been tried, many 
eases of corruption have been reported. On the other hand, 
in Taiwan compensation is paid as a rule in kind through 
the state agency and the method has* worked successfully. 
Cases of corruption have been rare. Payments in lump 
sum could be possible where the amounts involved were com- 
paratively small. Where payments in installments are used, 
the magnitude of each installment will depend upon the 
period over which the total amount paid is to be spread 
which in turn will depend upon the price to be paid. In 
India where the amount payable was small (e.g. 2 to 5 times 
the rent or 6 times the land revenue) no provision for in- 
stallments was made: Where the amount payable was large 
(e.g. 15 to 20 times the rent or 90 times the land revenue) 
the payment was to be made mainly through installment. 
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Actual experience as regards the period of payment in- 
dicates that this varies in different countries in the region. 
In India it varies from 10 to 40 years according to the 
amount to be paid. -In Thailand the first installment was 
paid after 6 years of acquisition of land by the cultivator 
and the entire amount is to be paid off during the follow- 
ing 10 years. 


Effects of financing land reform. Financing land re- 
form could lead to (1) inflation, (2) increased investment 
in the non-agricultural] seetor, and (3) fuller utilization of 
underemployed labor power in rural areas and thus result 
in greater capita formation. 


Any method of compensation payment which created 
additional purchasing power not counter-balanced by in- 
creasing production would tend to be inflationary. Even if 
no additional purchasing power were created the transfer 
of purchasing power from. groups with lower propensity to 
consume to those with a higher propensity to consume might 
lead to inflationary pressure. 


In actual experience inflation had not appeared as a 
result of land reform. This was partly because of the slow 
implementation of the land reform program and partly be- 
cause of avoiding inflationary methods. Taiwan for in- 
stance has used the method of payment in produce. In 
Japan, inflation occurred due to causes other than com- 
pensation payments. In fact, as a result of inflation the 
Japanese Government felt it was desirable to redeem the 
bonds of the landlords within two years of their issue. 


Unless the government paid the compensation (as a 
whole or part) in the form of bonds of productive enter- 
prises, it is not likely that the money will flow into non- 
agricultural investment. The landlords might show greater 
foresight since their income from their lands would stop 
after a period and thus may purchase income-yielding in- 
dustrial securities with a portion of the compensation money 
received by them. 


Capital formation in rural areas as a result of land 
reform would be promoted at any rate in the short run 
in those areas in which absentee landlords make practically 
no contributions to agricultural production beyond the 
supply of land. Where they supply capital or management 
the immediate result may be lowering of the investment rate 
in agriculture and fall in production. It is more likely, 
however, that land reform by raising the status of the pea- 
santry would pave the way for greater cooperation towards 
the adoption of better techniques (not necessarily labor- 
saving techniques) and thus would increase productivity of 
land and labor. With increased incentives would come 
higher incomes and higher living standards, better health 
and education, etc., the overall effect of whick will be the 
creation of a more intelligent and more efficient peasantry. 


If the people are left to themselves, however, with no 
aids from the government, the danger of their reacting to 
the new situation by increasing their leisure or wasteful 
consumption exists. : 


Credit and Land Tenure Reforms 


Any. improvement in the agrarian structure must be 
accompanied by credit to provide the tenant-farmer and/or. 
small owner-cultivator with funds to finange his production, 
his subsistence needs during the period between planting 
and harvesting of crops, and the marketing of his produce. 
Tenants and small owner-cultivators in the countries in 
Southeast Asia usually borrow funds from _ professional 
money lenders, merchants and landlords in the case of 
tenants. "These small farmers are forced to pay usurious 
rates of interest on borrowed funds, because there are either 
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no banks, or, if there were banks, they do not possess the 
security generally required by banking institutions. 

In India, agricultural credit has been dominated by 
urban interests for a long time before the country became 
independent. Middlemen, professional money lenders and 
commercial banks supplied the credit needs of tenants and 
small owner-cultivators. To correct this situation the 
government has embarked on a program designed to pro- 
vide cheap credit. The loans extended by the mortgage 
banks to farmers are long-term—3 to 10 years—carrying 
an interest of 1-1/2 per cent per annum. Cooperative 
credit is also being developed extensively in India. Fifty- 
one per cent of the funds of each State Cooperative Bank 
is furnished by the Central Government of India and the 
Reserve Bank and 49 per cent by the commercial banks. 
Besides the State Cooperative Banks, there are District Co- 
operative Banks whose capital is furnished by the govern- 
ment and the -cooperative credit societies. The District 
Cooperative Banks make loans to cooperative credit societies 
at 2-1/2 per cent interest per annum, and the cooperative 
credit societies to farmers at 4-1/2 per cent per annum. 
Loans are granted to farmers who*are “credit worth.” A 
farmer is credit worthy if he is found to be devoted to his 
farming and his crop production is known. In other words, 
the loan is extended to him on the basis of. his character and 
industry. Although the government is active in the develop- 
ment of agricultural credit in India, it was reported that 
it has so far furnished only 4 per cent of the credit needs 
of tenants and small farmers. 

In Burma, the government provides one-fourth of the 
total credit needs of farmers. This is supplied. through the 
Agricultural Bank which has four branches, cooperative 
eredit societies and district Iand committees. The district 
land committees (there are four of these committees in the 
country) extend loans to farmers not to exceed 12 rupees 
per acre to any qualified applicant. The Agricultural Bank 
and the cooperative credit societies extend loans to farmers 
as much as they are entitled to obtain. The Agricultural 
Bank charges 6-1/4 per cent interest per annum for its 
loans and the cooperative credit societies 12 per cent for 
their loans to farmers. About three-fourths of the credit 
needs of small farmers and tenants in Burma are supplied 
by merchants and professional money lenders. They lend 
in kind or in cash and they charge usually 2.85 rupees for 
1 rupee loan, or 185 per cent interest for one crop season. 

In Indonesia, during the pre-war days, there. were 435 
pawnshops, 71 popular credit banks, 6,278 village money 
banks and 5,900 rice credit institutions all managed by the 
State. After the war, however, cooperative credit societies 
became widespread. Today, there is a Central Bank for 
Cooperative which receives money from the government and 
distributes this as loans to the cooperative credit societies 
which in turn lend the money to farmers. The cooperative 
credit societies ¢xtend short-term or seasonal loans to 
farmers to finance the production of crops, purclfase of 
seed, fertilizer and implements. Medium or intermediate 
credit is also extended by the cooperative ctedit societies 
to farmers to finance the purchase of draft animals. The 
interest on loans-is 9 per cent per annum. Credit is based 
largely on character and crops. In spite of the widespread 
of cooperative credit societies, there are still professional 
money lenders, merchants and middlemen who supply a sub- 
stantial part of the credit needs of small farmers in Indo- 
nesia. These sources of credit charge usually 4 per cent 
interest per month on their loans, or 48 per cent per annum. 

‘Credit to small farmers and tenants in Thailand is 
supplied by cooperative crédit societies, commercial banks, 
savings banks and insurance compani2s. The cooperative 
credit societies are the largest source of credit. There are 
at present 9,800 cooperative credit societies, with a member- 
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ship of 200,000 families, scattered all over the country. The 
societies are supervised by the Ministry of Cooperatives. 
They have extended loans to farmers in the total amount 
of 260 million bahts up to the end of 1953. Loans are 
granted by these societies to finance the purchase of draft 
animals, subsistence, seed, fertilizer, and to provide funds 
for emergency needs. Such loans are short term and pay 
interest at the rate of 10 per cent per annum. The coopera- 
tive credit societies pay the Bank for cooperatives 6 per cent 
interest per annum for funds they borrow with which to 
make loans to farmers. The Bank of Cooperatives gets its 
funds for lending purposes from issue of bonds, from the 
government and the savings banks. The government also 
furnishes funds to the Ministry of Cooperatives with which 
advances to cooperative marketing associations are made. 

In Laos, credit needs of farmers are supplied almost 
entirely by private sources—professional money lenders and 
merchants. The rate of interest is high. Although there is 
a decree which fixes the rate of interest on long-term loans 
(7 to 15 years) secured by mortgages on land and improve- 
ments thereon at 2 per cent per annum, this decree has not 
affected short-term loans. 

In Vietnam, credit is applied almost entirely by the 
government through a Central Banking system. There are 
private commercial and industrial banks, but these do not 
grant loans to farmers. The Central Bank grants long-term 
loans on mortgages of land and improvements thereon for 
period ranging from 5 to 10 years, at 6 per cent interest 
per annum. 

In Cambodia, credit to farmers is supplied largely by 
the government through the agricultural banks. The Office 
of Popular Credit receives money from the government and 
distributes this to nine agricultural banks at 5% p.a. The 
comb’ned capital of these 9 agricultural banks amounted to 
100 million piastres, of which 20% is supplied by the govern- 
ment and the rest by other sources. Deposits in these 
banks are guaranteed by the government. The agricultural 
banks grant loans to small farmers and tenants at 12 per 
cent interest per annum for short-term credit and 8% on 
medium credit, running from 1 to 3 years. The funds 
available to meet the credit needs of farmers in Cambodia 
are inadequate. 

Credit needs of farmers in Japan are met largely 
through the agricultural cooperative societies to which prac- 
tically every farmer in that country belongs. There are 
84,442 agricultural cooperative societies with a total men- 
bership of 9,880,000 farmers. Approximately 13.000 are 
engaged in financing activities, marketing and purchasing. 
The financial status of agricultural cooperative societies en- 
gaged in credit services is as follows: 


Yen 
Average capital owned by each association 929,000 
Average fixed assets  ........eeeeeeeeceres 1,872,000 
Average deposits per association ........... 13,724,000 
Average loan to member per association 4,352,000 


The basic strength of the farmers’ cooperatives in Japan 
is found in the unit (local) associations. A. local associa- 
tion, which has an average membership of 300 to 500 farm- 
ers, performs a multiple function, namely: (a) extension 
of credit to its members, out of deposits collected from the 
members: every year; (b) marketing the produce of mem- 
bers; (c) buying supplies, such as fertilizer, seed, imple- 
ments, foodstuffs, etc. for its members; and (d) performing 
social services for its members and providing them con- 
tinuously with information about the activities of their asso- 
ciation in particular and about the activities of the pre- 
fectural federations and the national organizations in 
general, 

Each member of the Board of Directors of a local as- 
sociation is assigned to collect deposits from members in 
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the area he represents. These deposits constitute the basic 
fund with which the society extends loans to its members. 
A part of the total local deposits is turned over to the 
prefecture federation to which the local association is affi- 
liated. The deposits of the local association in a prefec- 
ture federation constitute the basic fund with which this 
federation may extend loans to affiliated associations whose 
members may need the money to finance the production of 
crops or the marketing of their produce. The prefecture 
federations in turn deposit a portion of their total funds 
(deposits of affiliated local associations) with the Central 
Bank for Cooperatives of the Ministry of Agriculture and 
Forestry. The accumulation of these deposits of the pre- 
fecture federations constitute the basic fund of the Central 
Bank for Cooperatives for lending operations. These de- 
posits, however, are augmented by funds realized from sales 
of debentures and from discounting of agricultural paper, 
coming from the local associations through the prefecture 
federations, with the Bank of Japan. 

It is interesting to note that credit extended to farmers 


in Japan has produced effective results and the difficulties 
usually encountered in the collection of loans have been 
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eliminated because: (a) all loans granted to farmers through 
the agricultural cooperative societies are properly super- 
vised and consequently the proceeds of the loans are em- 
ployed strictly for the purposes for which they are granted; 
and (b) the payments of loans granted to farmers through 
their cooperative associations are deducted from the pro- 
ceeds of the sales of their produce, inasmuch as the co- 
operatives are the ones selling the products of their mem- 
bers. 

Supervised credit is practiced in Japan in the case of 
joans extended to farmers through agricultural cooperative 
associations of which they are members. In the Philip- 
pines supervised credit has been put into practice by the 
Rehabilitation Finance Corporation as early as 1949, when 
this financing ag2ncy of the government adopted a plan to 
encourage the rehabilitation and expansion of the abaca 
industry. Under this financing plan, the proceeds of loans 
granted to farmers are released gradually in accordance with 
the various steps in the development of abaca production 
projects. The amount of the proceeds of a loan released 
at each time is in accordance with a schedule indicating the 
definite purpose for which the fund is needed by the bor- 
rower. No subsequent release is made unless the Corpora- 
tion is satisfied that the previous release was employed 
strictly for the purpose for which it was allowed. The Re- 
habilitation Finance Corporation has since extended the 
practice of supervised credit to the financing of the pro- 
duction of citrus, cattle, coffee and cacao, and the develop- 
ment of fishponds. 

Supervised credit is also practiced in the granting of 
loans by the Agricultural Credit and Cooperative Financing 
Administration (ACCFA) to small farmers and tenants in 
the Philippines, through cooperative marketing associations. 
Each cooperative marketing association (only one is or- 
ganized in each town) supervises the use of the proceeds 
of the loans granted to its members, through a loan com- 
mittee elected by the farmer-members of the association. 

In all the countries in Southeast Asia, the government 
has to provide the bulk of the funds for cheap credit. 
Government credit is called for because capital, created out 
of savings, is not found in the region. Other reasons why 
government credit is needed in the underdeveloped countries 
are: (a) the government as a source of loanable funds is 
liable to be more reliable than private sources and funds 
from the government are not subject to vicissitudes of busi- 
ness conditions; (b) government credit can be a regulator 
of terms of credit; and (c) government credit is extended 
at low interest rate and consequently credit to borrowers is | 
at a low cost. Government credit has its disadvantages. 
These are: (a) There is always a form of subsidy, either 
disguised or apparent, in government loans; and (b) release 
of loans from government credit institutions operates under 
certain laws which must be followed. Moreover, there is 
the usual red tape in government business. 

Cooperative credit soci2ties are recognized more and 
more by the countries in the underdeveloped region as de- 
sirable institutions to furnish cheap credit to the tenants 
and small farmers. Two of the merits of cooperative credit 
societies are: (a) they serve as good agencies for screening 
borrowers in order to keep good borrowers; and (b) the 
group or collective liability is apt to prevent the extension 
of credit to undesirable people. One defect of cooperative 
credit is that at its early stages, it looks to the government 
for assistance. A problem, especially in the underdeveloped 
countries, is the predominance of uneducated people who 
would make difficult the adoption of practices that need 
the support of the large majority, if not all, of the members 
of a cooperative credit institution. 

Private credit is provided by individual money lenders, 
merchants, middlemen and landlords. Private credit from 
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MODERN WAYS OF MARKETING AND DISTRIBUTION 


By Charles 


Old-time classical economists used to lump production, 
marketing and distribution together as “production.” But 
most of us of this generation are inclined to limit our con- 
ception of production to manufacturing processes and packag- 
ing. Customarily, we link advertising and selling under 


organized credit institutions—banks and insurance com- 
panies—has not served in the Far East as it has done in 
other parts of the world. Private credit attracted people, 
because it has some advantages over government credit. 
Among these are: (a) pYivate credit can operate quickly; 
(b) operations of private institutions are more confidential 
than government institutions. There is however one out- 
standing demerit of private credit; that is, it is apt to select 
farmers who have fairly large security. Consequently, it 
cannot give service to all borrowers who need credit. 


Conclusions 


1. There is a great deal of effort being exerted in 
the countries of Southeast Asia in making available govern- 
ment ‘land to settlers. This is true in Thailand, Indonesia, 
Burma, Cambodia, and the Philippines, where land is still 
abundant in relation to population. The governments of these 
countries shoulder the financial and other requirements for 
preparing areas fit for agriculture to be settled by qualified 
applicants. 2. In countries where the pressure of popula- 
tion on land is great, or where tenancy conditions have re- 
tarded economic progress, such as in India, Japan, the 
Philippines, Vietnam and Thailand, efforts are being exerted 
in eliminating absentee landlords. The governments pur- 
chase large estates and resell the land in plots to tenants 
occupying them on the easy installment plan. 3. To im- 
prove the conditions of tenancy and to protect tenants from 
exploitation by landlords, the governments have passed laws 
or are devising means of solving this problem. Japan has 
solved this problem by reducing tenancy from about 60 per 
cent before the war to only 8 per cent today. In the Philip- 
pines, the program designed to ameliorate the conditions of 
tenants and to protect the tenants’ rights has gone farther 
in its implementation than in any of the other countries, 
outside of Japan. 4. To assist new land-owners, old 
owner-cultivators and tenants, and to maintain improvements 
introduced in the agrarian structure, the governments have 
devised credit schemes to provide these small farmers with 
loans at low rates of interest. In this field, cooperative 
societies formed by farmers are gaining more and more re- 
cognition as important institutions to help farmers use credit 
properly and market their produce effectively. In Japan, 
cooperatives have proven to be very effective in providing 
cheap credit to farmers. The Philippines’ ACCFA program 
of credit assistance to small farmers and tenants~has been 
successful. 5. There is a peaceful agrarian revolution 
going on in the underdeveloped countries in Southeast Asia. 
The rate of progress in these countries is very slow. Yet 
we have seen the decline of colonial rule, the rise of so- 
vereign nations, and the waning of the landed gentry as the 
ruler of a subservient peasantry. A re-orientation of human 
energies and a redirection of the common peoples’ aspira- 
tions are taking place. In this process, some old traditions 
are discarded, new ways of life are being formed, and 
farmers are emerging with increasing economic strength, 
social status and political influence. 


G. Mortimer 


the term ‘“marketing,’’ and we think of the actual physical 
operation of delivery as “distribution.” 


Can we continue to do business with such a divided 
concept of industry’s service to the public? I think not. 
Today it is almost impossible to say where production leaves 
off and marketing begins, or where marketing leaves off and 
distribution begins. The three functions are so interwoven 
that they combine into one continuous flow of service-to-the- 
consumer. 


In his book, “An Approach to Business Problems,” 
published in 1916 by the Harvard University Press, A. W. 
Shaw expressed a concept which seems to be basic to our 
understanding. In four illuminating paragraphs he crystal- 
lized the whole function of serving the consumer. Though 
written nearly forty years ago, his concept is completely 
modern in its interpretation. 


“When a workman in a factory <lirects the cut of a 
planer in a malleable steel casting, he is operating on 
a piece of raw material for the purpose of changing 
its form. 


“When a clerk in a store passes over the counter to 
the consumer a package of factory-cooked food, his 
operation is one that results in change of place. 


“When a typist at his desk makes out an invoic? cover- 
ing a shipment of merchandise, he is operating, not to 
change the form of the matter or the place of com- 
modities, but to facilitate these changes. 


“Isolate any phase of business, strike into it anywhere, 
and the invariable essential element will be found to 
be the application of motion to materials. This may 
be stated, if you will, as the simplest general concept 
to which all the activities of manufacturing, selling, 
finance, and management can ultimately be reduced.” 


If we accept this concept of motion applied to materials, 
we see that the stream of production, marketing, and dis- 
tribution includes all the energy expended and all motion 
made between the time raw materials are taken over from 
nature and the moment they reach the hands of the ultimate 
consumer in useful form. Thus, there is no break at the 
point where production stops, marketing starts, or delivery 
completes the transaction. 


The relatively young—and precocious—frozen food in- 
dustry offers a practical example. Even before vegetables 
go through the cleaning, cutting, quick-freezing, and packag- 
ing of the production phase, special seed strains are (le- 
veloped, and special chemicals are added to the soil in which 
the seed is sown, to give the peas, beans, spinach, carrots, 
broccoli, etc., the best characteristics for quick-frozen vege- 
tables. Thus, marketing considerations, which really con- 
stitute part of the sales function, actually precede produc- 
tion and may be said to be an integral part of it. 


Nor is this the end of overlapping. The freezing that 
starts as a production operation must be maintained through- 
out the marketing and distribution stages until the still- 
frozen vegetables reach Mrs. Homemaker’s kitchen. 


In order to accomplish this, the packages must be moved 
from the place of production to the place of consumption 
under constant refrigeration, involving not only refrigera- 
tor cars for rail shipment, as with fresh meats, but also 
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refrigerated trucks for delivery to the wholesaler’s ware- 
house ‘and the retailer’s store. Whenever or wherever they 
stop, they must be stored under refrigeration. Finally, 
they must be displayed under refrigeration in the retail out- 
let, involving special refrigerated display cases unknown to 
the grocer of a generation ago. Thus a production function 
carries all the way through retail distribution. 


Who will volunteer to untangle the interwoven strands 
of the production, marketing and distribution functions in 
this continuous process that extends from seed strains to 
the saucepan in the home kitchen? 


As Mr. Shaw points out, it is a series of motions. In- 
deed, it begins to be evident that as far back as 1916 he 
laid a foundation upon which we can build a really sound 
understanding of today’s highly complex services to the 
consuming public. 


The motions, as he suggests, fall into various classifica- 
tions. One series of motions is concerned with changing 
the form or shape of raw materials; these we call the motions 
of production. Another series is concerned with the change 
of location of these processed or fabricated materials; these 
we call distribution. Interwoven with both is a third series 
involving all forms of advertising and all kinds of selling. 


It is natural enough to visualize the functions of pro- 
duction and distribution as motion, because they involve the 
application of physical motions. It is less natural but no 
less important to think of marketing as a series of motions 
ealculated to keep merchandise moving through the chan- 
nels of distribution. It is here that Mr. Shaw’s conception 
becomes an important key to our thinking. 


A basic fact of business is that whenever materials or 
merchandise stop moving they begin to accumulate expense— 
for storage, for insurance, for charges on the capital made 
idle, and many other items. Also, often for such costly 
services as refrigeration, as with frozen foods; feeding, as 
in the shipment of livestock; or the high rental value of 
shelf space, as in grocery products which fail to attract pur- 
chasers and back up on retailers’ shelves. To a wholesaler 
or retailer a stock of merchandise that is not moving out 
of his establishment is serious. He lets the manufacturer 
know about it fast. The worst news a manufacturer can 
receive is that his product is not moving in retail stores. 


If merchandise is to be moved, the marketing function 
must be enlisted, in the form of forceful advertising and 
persuasive salesmanship, implemented with all the ingenious 


inducements and techniques that resourceful marketing 
people can bring to bear. 
Mr. Shaw’s concept of motion is, indeed, especially 


appropriate as applied to marketing, embracing as it does 
all the varied individual motions involved in the movement 
of goods toward the consumer—and of the consumer toward 
the goods with intent to buy, or at least investigate. 


These motions may take place in advertising agencies, 
in company advertising or sales departments, in radio -or 
television studios, in magazine or newspaper pressrooms, 
where ideas are set in motion to attract the consumer to 
the merchandise by making known its merits and availabi- 
lity. Or in buyers’ offices, where persuasive ideas are applied 
by salesmen of the producer to the end of moving his com- 
pany’s merchandise into wholesaler’s warehouses and onto 
dealers’ .shelves. 


All of these individual motions, whether they be ideas 
set in motion, or actual physical motions, as when merchan- 
dise is moved in trains, trucks, or on conveyors, are sharply 
focused on keeping the merchandise moving. 
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Production-Marketing-Distribution 


In the light of this key concept, it seems almost neces- 
sary to adopt a hybrid term—‘“production-marketing- 
distribution’’—all hyphenated, to explain and picturize the 
complete process with which we are concerned. 


Thus pictured, an extremely important fact begins to 
emerge about today’s revolution in what the uninitiated 
think of as “marketing.” 


A few years back, the sales department took the pro- 
duct from production and assumed responsibility for selling 
and delivering it. Today most products start, not merely 
with raw materials, but with a broad service-to-the-consumer 
concept, which is carried through a continuous stream of 
operations involving production, marketing, and distribu- 
tion, accumulating utility and value at various points along 
the way, until finally it reaches the ultimate consumer, 


All told, this stream of operations, each of which neces- 
sarily adds its increment of cost, but also—and this needs 
to be stressed—its increment of value, progressively adapts 
raw materials to some special form of usefulness or service. 
Today’s concept of production-marketing-distribution applies 
to services as well as products. 


The important fact to realize is that in today’s keenly 
competitive atmosphere, our thinking and planning must 
start at the consumption end of the stream of motions, 
rather than at the production end. Today’s successful pro- 
duct of service is likely to start as a consumer-use specifica- 
tion. Some outstandingly popular products are even syn- 
thesized to meet a seemingly impossible  service-to-the- 
consumer specification. In this day and age most products 
and services must have something added to them on the 
way to the consumer if they are to attract the buyer’s 
patronage. 


The Second Key to Modern Marketing 


That important something, which must be planned far 
back of production, is the second key—and the new key— 
to success in today’s keenly competitive economy. It can 
be expressed in a single word—Convenience—spelled with a 
Capital “C”’. 

Convenience is the great additive which must be de- 
signed, built-in, combined, blended, interwoven, injected, 
inserted, or otherwise added to or incorporated in products 
or services if they are to satisfy today’s demanding public. 
It is the new and controlling common denominator of con- 
sumer acceptance or demand. 


Serving the modern consumer has become a creative 
art, with convenience the super-additive that is today chang- 
ing the whole face of competitive business. 


Nor does the adding of super-convenience stop with 
the qualities that are tailored into products or services; 
many new forms of convenience are added in the process 
of distributing it. The suburban shopping center is a spec- 
tacular example. 


There are at least ten forms of convenience which have 
come to be expected by the ultimate consumer. To ,cite 
some typical examples of each will illustrate the importance 
of this second key to modern marketing, and at the same 
time emphasize the opportunities open to the alert business- 
man. 


1. The Convenience of Form: Taking the familiar 
ones first, let us start with convenience of form. A good 
example is soap. My generation will remember when soap 
was soap—the anathema of small boys, a necessary evil in 
the kitchen, strong-smelling, and hard on the hands. We 
bought it in unwrapped bars or in the form of soft soap— 
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slimy. What a long road we have travelled in giving con- 
venience of form to soap. It is still sold m bars—but what 
bars! Beautifully shaped and sized to fit the hand or the 
specific use. You can also buy soap in liquid, paste, pow- 
der, flake, or granular form—not even to mention the deter- 
gents. 


All around us there are other examples of the addition 
of convenience of form. Cigarettes come in several sizes 
and with various tips; soups are canned, frozen or dehy- 
drated; dog food is in meal form, or kibbled, biscuits or 
canned; bed sheets with formed corners; vest-pocket radios 
—things which are essentially old and basic but with a new 
form, devised by the inventive genius of manufacturers to 
provide greater consumer convenience. 


2. The Convenience of Time: The convenience of 
time is another of the values added in the distribution 
process. For instance, Mrs. Consumer wants strawberries 


and fresh fruits and vegetables for her family all winter— 
and she is going to have them, no matter what. As other 
illustrations of meeting the sovereign consumer’s conveni- 
ence in the matter of time, I need only suggest a few of the 
things that are commonplace today—department stores open 
certain evenings for the convenience of working wives, ar- 
rangements among druggists to keep one store in a com- 
munity open around the clock, ice cubes and milk sold at 
all hours by vending machines, night bank depositories. 


In the realm of time convenience, radio provides a 
dramatic illustration. There is absolutely no time lag 
between production and consumption; the commodity travels 
from the producer in the studio to the consumer in the 
home with the speed of light. But because listeners do not 
always find it convenient to tune in their radios when im- 
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portant events are happening, the industry has developed a 
means of storing radio programs on little spools of tape 
or wire, to be broadcast at a later time which will suit the 
would-be listener better. 


3. The Convenience of Place: Third among the three 
classic values added by the marketer is the convenience of 
place. Life insurance—at the rate of 19,000 policies a day 
—is written in air terminals. Hot coffee, cold drinks, and 


-ice cream are vended via slot machines in subway stations, 


factories, and office buildings. Cigarettes are available not 
only in tobacco and drug stores, bars and restaurants, but 
in super-markets. So great is the economic force of pro- 
viding convenience of place that it is literally changing 
the landscape. The most conspicuous thing on that land- 
scape to-day is the suburban shopping center, which goes 
all out to meet the shopper’s convenience of place by 
gathering a group of various retail establishments in a con- 
venient location for one-stop shopping—and providing a 
place for parking the car. Another striking example of con- 
venience of place is the roadside restaurant, which meets 
the need of motorists for good meals right at the point 
where they want to eat. Candy stores are now being opened 
along main tourist highways. 


Drive-yourself automobile rental service, which pro- 
vides you a car in any city—and often right at the airport 
—is another outstanding example of the convenience of place 
which has proved so appealing to the public that it is rapidly 
spreading all over the world. 


4. The Convenience of Quantity or Unit: The quan- 
tity or unit of a product offered the public presents another 
opportunity to expand markets by adding convenience. The 
hardware store is a good place to see a number of examples 


304 


of expanded market opportunities through adding conveni- 
ence of quantity or unit. Paints, lubricating oils, cement, 
and grass seed—all are offered in a wide range of sizes or 
units today. 


The same is true, of course, in the drug store, where 
you can buy aspirin, for example, in a small vest-pocket tin 
of 12 tablets or the large economy bottle of 500. Further- 
more you can get aspirin tablets in either the standard adult 
size or in a new small size for children. 


The piano business was revitalized a few years ago by 
the introduction of a new smaller unit that could be fitted 
into a room where neither a baby grand nor a conventional 
upright piano could be used. 


5. The Convenience of Packaging: The convenience 
of packaging represents one of the most revolutionary de- 
velopments of the past two or three decades. The effect 
of package-conyenience on consumer acceptance of a pro- 
duct can hardly be overestimated. Certainly, the food busi- 
ness is acutely aware of this. Packages protect products 
against damage in shipping and handling, and help sell pro- 
ducts in today’s self-service stores where the product must 
be its own salesman. The throw-away package is a revolu- 
tionary development in packaging convenience. Cardboard 
milk contain2rs, cans and disposable bottles for beer to elimi- 
nate the refund nuisance, aluminum foil pie pans, and many 
other kinds of disposable packages serve the convenience of 
to-day’s consumers. 


At the other extreme is the further-utility package, 
such as the peanut butter jar that can be used as a tumbler 
or jelly glass, the cider jug with instructions for making 
a lamp, and the candy container which doubles as a sewing 
basket. 


In some cases, the ingenuity has been a service factor, 
such as pouring spout packages, sifter packages, measuring 
devices in or on the packages, and two-portion packages 
within a package, so that while one portion is being used 
the other portion will keep fresh. 


In drug and hardware stores we can buy razor blades 
in a package that makes changing blades easier and it is 
later a safe unit of «lisposal; squeeze bottles for medicines 
and toilet preparations; Aer-O-So] cans with spray nozzles 
tor dispensing everything from enamel to shaving lather. 


The convenience of packaging extends far beyond 
the metal container and the plastic bag. We find it. for 
instance, in the modern vacation plan—with travel, hotel 
accommodations, even entertainment, available in a “pack- 
age.” Mail order edlucation—from nursery level to graduate 
studies—is packaged and serviced to a growing market. 
And many people buy homes today with most of the standard 
household appliances included in the deal. 


6. The Convenience of Readiness: The convenience 
of readiness has come to be one of the major demands of 
the consuming public. We live in an impatient age where 
the emphasis is on speed and ease of preparation. Modern 
people are willing to pay well for this additive to the pro- 
ducts they purchase—not because of any native laziness 
but because we are willing to use our greater wealth to buy 
fuller lives and we have, therefore, better things to do with 
our time than mixing, blending, sorting, trimming, measur- 
ing, cooking, serving, and all the other actions that have 
gone into the routine of living. 


Again the food industry offers many spectacular exam- 
ples: precooked rice which eliminates the tedious washing 
and boiling that used to be involved; instant puddings that 
provide a tasty «dessert with just seconds of preparation. 
The flavoring ingredients of a famous chef’s salad dressing 
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in powder form come in little envelopes, ready to mix with 
oil and vinegar. 

Some years ago commercial bakers began slicing bread 
to enhance its readiness for use. Consumers took to this 
added convenience. 


“Instant” is today the magic word in the food indus- 
try. Instant coffee was a not-too-promising postwar baby 
just ten years ago. Because of a spectacular quality im- 
provement, it has grown in popularity until today one cup 
out of every three served in the home is instant. The mar- 
ket also offers instant cocoa, instant cake frosting, instant 
this, that, and the other. 

But the readiness trend is not confined to foods. The 
motorist can now have his car washed in minutes. The 
age of instant communication is here—dialing our long- 
distance telephone calls. Quick-drying paints-and enamels 
are now standard. There are cameras that take a picture 
and develop it in a matter of seconds. The magazine with 
the largest circulation in the world, The Reader’s Digest, 
is skilfully condensed so that the reader may acquire the 
gist of magazine articles and books with truly amazing 
speed. 


A comparatively new phenomenon in the marketing of 
fresh meats is the self-service case, with meats of every 
description cut, trimmed, wrapped in cellophane, stamped 
with the weight and price, all ready for the oven or the 
frying pan. And no waiting your turn to be served. (I 
am told that when an old-type meat market is thus moder- 
nized, sales immediately increase from 25 to 33 1/3 per 
cent, convincing proof of the value of readiness). 


In short, readiness is being tailored into an astonishing 
list of products and services. It is a convenience charac- 
teristic of which the public never seems to get enough. It 
might almost be said that today some degree of readiness 
must be part of every product or service specification. 


7. The Convenience of Combination: The convenience 
of combination is an important and rapidly growing pheno- 
menon in marketing. 


In the hardware field, for example, there are all kinds 
of do-it-yourself kits which combine everything you need 
for painting, repairing, and building things. The hardware 
merchant is also doing away with the nuisance of penny 
sales by offering an assortment of sizes and types of such 
things as screws, corks,- nuts, and bolts, faucet washers, 
sandpaper, etc., in jars, boxes, plastic bags or packets that 
offer convenience to the consumer and are a large-enough 
unit of sale to make them profitable for him to handle. 


Combination screen and storm windows and doors made 
of aluminum represent another type of convenience of com- 
bination. These wonderful new household conveniences— 
light of weight, permanently installed, self-storing—cost a 
good deal more than their old-fashioned separate predeces- 
sors. But to-day’s consumer believes they are worth far 
more than the difference. Therein, of course, rests their 
economic justification. 


A few years back the sterling silver business was given 
a sales lift by the introduction of place-setting combinations. 
The same idea has since been applied to china and glass- 
ware. 


A big business is done in matched luggage, from which 
the consumer can select the particular combination of sizes 
of matched traveling cases he or she wants. In this case 
fabric, color, and hardware tie the combination together. 


For several years cartons of individual packages of an 
assortment of cereals have enjoyed a large sale. 


A well-known company in the photographic field offers 
a variety of combinations of equipment which will enable 
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the amateur to set himself up in photo developing and en- 
largement with just one purchase. 


8. The Convenience of Automatic Operation: As we 
all know, mechanization has invaded the home in the form 
of automatic dishwashers, automatic laundry equipment, 
automatic ice-cube-making refrigerators, automatic devices 
for regulating room temperature; gadgets for turning on 
the radio in the morning, for letting the cat out, and for 
doing a wide variety of things which used to be done by 
hand. 


This trend is also progressing by leaps and bounds in 
the business office. Electric brains will presently be doing 
much of the accounting, and helping with production plan- 
ning, ordering, inventory control, and so on. 


As for the automobile, it took power steering less than 
a year to become a “must” in better-class cars. And auto- 
matic transmission and power brakes are fast becoming 
standard. 


Automation—the new term for automatic operation— 
‘represents in industry the next great revolution, with poten- 
tials and attendant problems of adjustment that stagger the 
imagination. In short, automation is the essence of super- 
convenience, and it seems to appeal irresistibly. 


9. The Convenience of Selection: The public’s taste 
and temperament call for variety in all kinds of merchan- 
dise. So convenience of selection has a powerful sales-pull. 
Milk is a product which illustrates the expansion of a mar- 
ket through increased convenience of selection. Time was 
when milk was milk. You got it from the cow if you lived 
in the country, and you got it in bottles in the city. You 
have only to check your own milkman’s list of products to 
discover what has happened to his product-selection. He 
can serve with regular milk or homogenized, high butterfat 
milk, chocolate-flavored dairy drink, fresh skim milk, cul- 
tured buttermilk, and milk with vitamins and minerals 
added. In some areas, he will carry special nursery milk, 
either from a certain breed of cattle or with its curd charac- 
teristic chemically altered. He has light cream, medium 
cream, whipping cream, and sour cream, and h2 may carry 
yogurt. He also has milk in other forms—butter and cot- 
tage cheese, for instance. Or, if you prefer, you can buy 
it dried, condensed, or evaporated, at the supermarket. 


THE JAPANESE ECONOMY 


The Japanese economy enjoyed its best postwar year 
in fiscal 1955, but the need to keep pace with the worldwide 
trend of modernizing production techniques through invest- 
ments in the latest equipment was keenly felt. This was 
due to the fear of a possible slackening of the tempo of 
economic growth as postwar reconstruction is completed 
and business resumes a normal course. Factors responsible 
for the notable economic recovery were: 

(1) Marked improvement in the balance of international 
payments reflecting the prosperous business’ conditions 
abroad; (2) Stabilization of prices as the result of surplus 
production and bumper crops; (3) Achievement of a quan- 
‘titative prosperity as a result of the progress achieved in 
the normalization of the economy centered about the elimi- 
nation of overloans. 

These are the highlights -of the White Paper of the 
Economic Planning Board, analyzing the movement of the 
Japanese economy during fiscal 1955. Following is an out- 
line_of the White Paper which is the 10th of the annual 
series after the war: 
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The automobile manufacturers have learned that they 
must offer a wide selection of models, from station wagons 
to seven-passenger limousines, in an infinite variety of hues. 
The great Ford business -was almost wrecked by its founder’s 
stubborn insistence that the public could have Ford cars 
in not more than five or six models, and “any color so long 
as it is black.’”” Today Ford cars ar2 offered in eighteen 
models, each available with either six or eight cylinders, 
with a choice of three drives, and may be had in thirty- 
four colors or color combinations—a total selection of some- 
thing like 3,672 possible combinations. In fact, Ford claims 
to-day that it is theoretically possible for them to “mass 
produce” their annual output with no two cars totally 
identical! 

Turning to the broad function of retail selling, it is 
well known in trade circles that a store with only a limited 
showing of radios, porch furniture, bathing suits, rugs, 
lamps, or style merchandise of any kind, will not do well, 
even though the items it offers are good of their type and 
represent excellent values. 

Women, in particular, want to compare. If there is 
not a broad selection they will visit enough stores to satisfy 
their shopping conscience, even though they may return to 
the store they first visited and purchase the first model they 
looked at. So potent is th: convenience of selection in re- 
tailing that doubling the selection of a particular line of 
merchandise will sometimes triple or quadruple the store’s 
sal2s in that line. 

10. Convenience of Credit: The tenth and final “con- 
venience” is that of credit. Credit is an outgrowth of im- 
patience. We just cannot—and will not—wait for what 
we want to own or to do. So we buy cars, homes, television 
sets, furniture and household equipment, clothing, courses 
of instructions, and even vacation cruises, on “convenient 
credit terms.” A substantial majority of all automobile 
purchases are made on credit. Indeed, without the con- 
venience of credit the automobile industry might never have 
developed as it has. Homes, in particular, are rarely bought 
for cash these days, and the 25-year mortgage is no longer 
a fiction. 

A Chicago friend of mine, home-hunting in a suburban 
development, asked the price of a certain house. The real 
estate agent quoted so much a month, covering interest and 
amortization of principal. 


IN THE FISCAL YEAR 1959 


I. Development of Quantitative Prosperity 


A. Fiscal 1955 Best Postwar Year for Japanese Eco- 
nomy: Favored by worldwide prosperity, Japanese exports 
registered a remarkable increase and industrial production 
also rose conspicuously. In addition, favorable weather 
contributed to an unprecedented bumper harvest of rice. 
National earnings thus improved rapidly and exceeded by 10 
per” cent the level of the preceding year. This brought 
about a quantitative prosperity. In view of this, fiscal 1955 
was called the best postwar year for the Japanese economy 
as exemplified by the following three facts: 

(1) The balance of international payments was im- 
proved by a broad margin. Foreign exchange holdings in- 
creased by approximately 30 per cent, totalling $1,400,000,- 
000 at the end of the fiscal year. (2) The scale of the 
economy was expanded without any recurrence of inflation. 
Backed by the big rise in exports, mining and manufacturing 
output recorded a 12 per cent increase over the preceding 
year. Agricultural production also was approximately 20 
per cent higher than the previous year. While national 
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earnings gained by 10 per cent, there was almost no rise 
in commodity prices. This also resulted in a quantitative 
prosperity. Investments were made with savings from in- 
creased national income and bank léans showed no increase. 


(3) Normalization of the economy made progress. The 
national economy, which was distorted in all its phases by 
the vicious inflation that followed the end of the war was 
normalized to a large extent. The abnormal overloans from 
the Bank of Japan to city banks were eliminated. The 
rates of interest on both long-term and short-term commer- 
cial loans declined rapidly. The anxiety of inflation gradual- 
ly disappeared from the minds of business managers and 
expansion of equipment and the repletion of stocks assumed 
a healthy outlook. 


The quantitative prosperity was the product of an acci- 
dental combination of such external factors as the world- 
wide prosperity and the favorable weather, and such in- 
ternal factors as a surplus production capacity which re- 
quired no immediate investments to boost output as well 
as the fact that consumption did not keep pace with the 
rapid increase in national income. This situation resulted, 
first of all, in increased exports. The prosperity gradually 
pervaded various branches of the domestic industry. Both 
investment and consumption demands, which marked time 
in the upper half of fiscal 1955, rose along with imports and 
prices in the latter half of the year. This trend has con- 
tinued up to the present. 


These were the major characteristics of the Japanese 
economy in fiscal 1955. 


B. Background of the Improved Balance in Interna- 
tional Payments: The balance of internat onal payments in 
fiscal 1955 amounted to $535,000,000 in favor of Japan. 
This was the result of a 81 per cent gain in exports, the 
second largest increase in the world next to Singapore’s and 
Malaya’s. Against this, imports went up only by 11 per 
cent and foreign off-shore procurements in Japan decreased 
less than expected. The increased exports totalling $500,- 
000,000 consisted of a $300,000,000 rise in exports to the 
dollar area and a $200,000,000 increase in exports to the 
sterling area. Exports to the open accounts area did not 
go up. Almost all export commodities led by chemical tex- 
tiles and iron and steel products registered gains. Over- 
seas factors accounted to a large extent for the increased 
exports. Chief among them were: 


(1) Prosperity in the United States resulted in larger 
exports to that country. (2) Limited export surplus among 
West European countries enabled Japan to export to coun- 
tries outside West Europe with comparative ease. The in- 
ereased demand in West Europe resulting from its pros- 
perity was met by greater trade among West European 
countries. Consequently, they lacked the capacity to ex- 
port outside the Continent. (3) Increased imports by coun- 
tries supplying industria] materials to the prosperous, in- 
dustrialized countries of the West. 


However, in order to increase exports in the future, 
Japan must rearrange its industria] structure so that it can 
boost its exports in accordance with the increase in foreign 
demand rather than compete in the established markets of 
rival nations. 


On the other hand, the increase in imports was limited 
to only 11 per cent. Whereas imports of raw materials 
other than textiles increased, imports of textile raw mate- 
rials and machinery decreased. By areas, imports from 
the sterling area rose and those from the dollar area fell. 
Imports were thus relatively slack during 1955. But in 
the latter half of the year, they registered a marked gain 
in line with the rise in production, investment and consump- 
tion. 
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As a consequence, the credit balance of international 
payments gradually narrowed down and finally ended in a 
debit balance in June, 1956 for the first time during the 
year. 


II. Present Status of the Japanese Economy 


A. Termination of Postwar Rehabilitation: The 
period of postwar rehabilitation is now over. The Japanese 
economy in fiscal 1955 exceeded the prewar level in all its 
phases except for foreign trade. Real national income per 
capita equalled 113 per cent of the 1935-37 average, thereby 
setting an all-time high. This was due to the extremely 
rapid growth of the Japanese economy during the 10 years 
following the end of the war. Real national income cen- 
tinued to grow at an annual average of 11 per cent, indus- 
trial production 22 per cent and exports 46 per cent. Such 
a high rate of economic growth has never been equalled in 
the world except by Japan and West Germany. Of the 
various sections of the economy which achieved this pheno- 
menal recovery, foreign trade is the only exception. Ex- 
ports are particularly slow in recovering, still being 80 per 
cent of the prewar figure. 


B. Changes in Economic Environment and Its Post- 
war Structure: Japan’s defeat in World War II radically 
changed the conditions surrounding the Japanese economy. 
Thus, the process of postwar economic restoration involved 
adaptation to the changes in the surrounding conditions. 
The speedy recovery of the economy, however, was accom- 
panied by inflation. The distortion which is found in the 
present structure of the Japanese economy is nothing more 
than the combined effects of the inflation and the adaptation 
to new economic surroundings. The distortion due to the 
inflation must be corrected. 


The small volume of foreign trade in proportion to the 
large scale of the economy is another point that differs 
from the prewar pattern. Japan’s foreign trade in terms of 
volume during fiscal 1955 was 94 per cent of prewar in 
imports and 75 per cent in exports. The ratio of the 
amount of trade to national income which before the war 
stood at approximately 23 per cent each for exports and 
imports, was not more than 14 per cent for exports and 
11 per cent for imports in fiscal 1955. Thus, Japan has 
become one of the countries whose rate of dependence on 
foreign trade is the lowest. 


The White Paper believes that world prosperity in the 
current fiscal year 1956 will not be on as large a scale as it 
was in 1955. There is, however, continuing prosperity in 
the United States and West European countries, which is 
due most likely to their advance in economic policies, larger 
sales of durable consumption goods as @ result of the greater 
purchasing power of the public, and successive new produc- 
tion techniques as well as an increase in new investments. 


With these elements in the background, the Japanese 
economy also has been undergoing a gradual transformation. 
Prices have been on the rise since the latter half of fiscal 
1955, the credit balance of international payments is taper- 
ing off due to the increase in imports, and the monéy market 
has begun to feel the impact of vigorous investments. More- 
over, the release of state funds has been less than expected. 
The White Paper points out that the situation does not 
warrant easy optimism for the future in view of the keen 
export competition which is inevitable when the worldwide 
investment boom turns into actual productive power. It 
says the Japanese economy will find the facts presented in 
the following section to be the prime requisites to the 
achievement of stabilized growth. 
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III. Ways and Means for Stabilized Growth 


A. Economic Growth and Modernization: The world- 
wide boom in the renovation of productive techniques has 
been accompanied by the extensive modernization of the 
structure of the economy. Japan is no exception, and the 
trend towards modernization, though still limited, is evident. 
As long as Japan has to utilize its limited resources to the 
fullest extent and survive the international competition on 
the world markets, this trend towards modernization must 
be accelerated through necessary investments in order to 
raise the rate of economic growth. 


B. Study of Investment for Modernization: Multiple 
problems must be settled in order to modernize enterprises. 
They include: (1) pressure of surplus employment which 
will accompany an expansion in the productivity of labor; 
(2) investment of big capital; and (3) competition with old 
equipment. In order to overcome these difficulties and 
promote investments for modernization, it is imperative that 
excessive monopolies are prohibited, trade liberalization mea- 
sures invigorated and enterprises encouraged to compete in 
new investments of technique. The Government, for its 
part, must extend positive aid to such investments. 


C. Proportion of Trade of Economic Growth and 
Stabilization: Economic planning in the future should in- 
clude research to seek the safest and maximum growth of 
the economy through fair and adequate rates of growth 
for investments, exports, national finance and national con- 
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sumption. In a country like Japan where the economic situa- 
tion is likely to affect easily the balance of international 
payments, measures to adjust the impact of overseas econo- 
mic movements are necessary. At the same time, a pre- 
requisite to encouraging prosperity is to possess a surplus 
of foreign exchange. 


IV. Conclusion 


The spectacular speed of the postwar recovery of the 
Japanese economy was the result of the nation’s strenuous 
efforts and favorable developments in the world situation. 
The Japanese economy quickly climbed out of the abyss 
where it fell owing to the defeat in World War II. The 
recovery, however, has now come to an end and a new 
situation is confronting the Japanese economy. ‘The pre- 
sent is no longer the “postwar” stage. The growth of the 
economy by virtue of the postwar rehabilitation is already 
over. Future growth will be supported by modernization 
which, in turn, will require speedy and stabilized growth to 
achieve. The confrontation of the two worlds has changed 
to one of peaceful co-existence and competition to elevate 
their rates of economic growth and to improve their pro- 
ductivity. It is of paramount importance for the Japanese 
economy to adapt to the realities of the changing world as 
early as possible. Japan has no time to lose in making a 
new start for national reconstruction in this new age by 
keeping abreast of the worldwide trend to renovate industrial 
techniques. 


JAPANESE INDUSTRIAL AND COMMERCIAL REPORTS 


JAPAN-BURMA TRADE 


Trade between Japan and Burma is being 
under the Trade Arrangement signed in December, 1953. 
The Arrangement is effective until the end of 1957. With 
a view to promoting trade between the two countries, Japan 
and Burma agreed to provide under the rules and regulations 
in force the greatest possible conveniences as regards issu- 
ance of import licences and other related matters. Long- 
term purchases of rice by Japan were also agreed upon under 
this Arrangement. On the basis of the rice purchase ar- 
rangement, Japan imported 300,000 tons of Burmese rice 
in 1954, 240,000 tons in 1955 and 263,600 tons in 1956. 


Since resumption of trade between Japan and Burma 
following the war, both exports and imports increased steadi- 
ly and the increase was especially remarkable in 1954. 
Japanese exports rose in value from £4.9 million in 1950 
to £16.7 million in 1954—an increase of 3.4 times. Her 
imports also went up by 2.8 times from £7.1 million in 1950 
to £20.2 million in 1954. The following table shows the 
yearly trade figures starting from 1950: 


operated 


(Unit: £1,000) 


Ratie Agst. Ratio Agst. 
Year Exports Export Total Imports Import Total 
1950 4,920 1.7% 7,118 2.0% 
1951 6,235 1.3 8,106 1.3 
1952 6,960 1.5 7,934 1.2 
1953 11,614 2.8 17,339 2.3 
1954 16,702 3.0 20,248 2.8 
1955 11,545 2.3 13,295 200 
1956 3,900 1.4 818 0.3 

(Jan.-Apr.) 
Note: Payments for 263,600 tons of Burmese rice imported in 1956 


ure not reflected in these statistics. 


The trade balance has always been unfavorable to 
Japan. Japan is one of Burma’s most important customers 
along with India and U.K. Burma’s exports to Japan in 
1954 account for 22.8 per cent of her total sales, while her 
imports from Japan account for 22.9 per cent of the total 
purchases. 


In respect of rice export, Burma enjoyed favorable con- 
ditions in the post-war years. Thus she built up a consider- 
able reserve of foreign exchange and by the end of 1953 had 
a balance of £80.4 million. Owing to the world-wide in- 
crease of rice production and consequent declining price 
trends of rice, Burma’s international balance of payments 
sharply decreased thereafter. Excess payments of £31.7 
million were recorded in 1954 and Burma’s foreign exchange 
holdings fell to £50.8 million by the end of that year. 


In the light of such situations, the Burmese Govern- 
ment enforced stringent import restrictions and introduced 
an overall suspension of the Open General Licence System 
in March 1955 and cut the value of import licences already 
issued by half. Japan’s trade with Burma. was naturally 
influenced by these measures. Japanese exports in 1955 fell 
by 31 per cent from £16.7 million in“1954 to £11.5 million, 
while imports to Japan dropped by 34 per cent from the 
previous year owing to a fall in rice prices. 


Burma’s international balance was gradually improved 
since the autumn of 1955 and the Burmese Government is 
taking steps to ease the present import restrictions. In 
addition, Burma received a loan of 200,000,000 rupees (ap- 
proximately £15 million) from India in October, 1955 to 
supplement the foreign currency shortage. In May this 
year, she obtained a loan of $19.35 million (£6.91 million) 
from the World Bank. In February this year Burma con- 
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cluded the surplus agricultural commodities agreement with 
the United States. She undertakes to purchase U.S. raw 
cotton worth $17.5 million in local currency and its pro- 
cessing is consigned to third countries. In order to imple- 
ment this so-called triangular trade, negotiations have been 
conducted between Burma and West Germany, U.K. and 
other countries. Japan has recently concluded an arrange- 
ment with Burma for the processing of raw cotton amount- 
ing to $9 million. 


Japan’s leading export items to Burma are textile pro- 
duets (cotton piecegoods and yarn) which account for more 
than 50 per cent of the total value of exports. Then come 
metal products such as galvanized iron sheets (22%) and 
machinery, including barges and_ rolling stocks (10%). 
Canned fish, Ajinomoto, paper products, ceramics, porcelain 
and others are also being exported. Imports from Burma 
are mainly agricultural products such as rice (85%) and 
raw cotton (11%). 


JAPANESE INVESTMENTS WITH INSURANCE 


Japanese businessmen investing abroad are provided 
protection against risks by the Export Insurance Law as 
a means of promoting the flow of equipment and technology 
abroad. Customers for Japanese goods in Southeast Asia 
and Central and South America have asked for the induction 
of foreign capital to develop their natural resources, How- 
ever, the risks in these countries are comparatively heavy 
for one reason or the other. In order to promote Japanese 
investments, the Government underwrite part of losses suffer- 
ed through an emergency insurance. It will utilize the 
special] account for export insurance, which has an appro- 
priation of Y3,600 million ($10 million), for this purpose. 
To bring this about, the Export Insurance Law of 1950 was 
revised. The principal revisions which were made in April 
are as follows: (1) Revision in the purpose of the Export 
Insurance Law; (2) *~ Expansion of the applicable scope of 
insurance on export charges; and (3) Establishment of 
Foreign Investment insurance. 


Six types of insurance have been utilized. They are: 
Regular Export Insurance, Export Insurance on Charges, 
Export Insurance on Notes, Export Insurance on Financing, 
Export Insurance on Consignment Sales and Insurance on 
Foreign Advertising. The aim of the Export Insurance sys- 
tem is to have the Government promote trade by insuring 
risks such as restrictions on foreign exchange transactions, 
not covered by normal insurance. Whereas the past Export 
Insurance Law sought to boost exports by insuring risks only 
in the narrow sense of exports, the new law has somewhat 
expanded this aim. One of the principal revisions is the 
applicability of the export insurance system to so-called in- 
visible trade which hitherto was not considered. 


Countries in Southeast Asia and Central and South 
America, which are Japan’s main export markets, are re- 
questing the induction of foreign capital in order to promote 
the development of their natural resources. Japan is seek- 
ing to contribute to the mutual improvement of interna- 
tional balances by investing equipment and technologies in 
these areas. The situation differs from domestic invest- 
ment, however, in that unstable political, economic and social 
conditions exist in some of these places. Therefore, aside 
from the ordinary business risks, investors inevitably come 
up against various other risks. For this reason, the desire 
of Japanese business interests to invest may decline, and 
Japan will be forced to withdraw from the fierce competi- 
tion among other advanced nations in the investment field. 
Thus, the establishment of Foreign Investment Insurance 
and the widening of the scope of applicability regarding in- 


FAR EASTERN 


Economic Review 


surance on charges for technological and labor services are 
aimed at contributing to the protection and promotion of 
foreign investments by allowing the Government to cover 
part of the losses suffered by Japanese investors through 
unavoidable causes (emergency insurance). The present 
special account for export insurance totaling approximately 
Y3,600 million ($10 million) will be used. The Japanese 
Government hopes that through the expansion and streng- 
thening of this export insurance law, Japanese investments 
of equipment and technologies to Southeast Asia and Central 
and South America will increase. 


TITANIUM INDUSTRY 


For titanium manufacture, ilmenite is the principal raw 
material at present. Japan, where ilmenite ore is scarce, 
imports approximately 30,000 tons annually (Y9,000 per 
ton, CIF). Japan has, however, in fair abundance sand 
iron which contains nearly 10 percent TiO2. The deposits 
are estimated at some 93,000,000 tons and regarded as an 
important titanium resource. For iron production, sand 
iron containing less than 10 percent TiO2 is generally used, 
because the titanium content forms unmeltable solid matter 
on the hearth and damages the slagnotch and tuyere of the 
furnace. On the other hand, for the manufacture of 
titanium, sand iron of better than 10 percent TiO2, which 
has been neglected hitherto, is in great demand. 


For industrial production of titanium sponge the Kroll 
process is followed almost universally nowadays. Rutile 
or titanium oxide, which constitutes the basic raw material, 
is chlorinated by using 7 tons of chlorine for the produc- 
tion of 1-ton titanium sponge in order to produce raw 
titanium tetrachloride. The raw titanium tetrachloride so 
obtained is rectified and pure titanium tetrachloride is pro- 
duced. After reduction of pure’ titanium tetrachloride 
under inert gas with 1-ton magnesium for 1-ton titanium 
sponge, titanium sponge is obtained. 


This process, if rutile of 95-98 percent TiO2 is used, 
presents no problem. But in’ case ilmenite, which contains 
about 50 percent TiO2, is directly chlorinated, it will not 
only increase the consumption of chlorine because of the 
presence of iron, but also necessitate a difficult operation 
for the separation of iron chloride from titanium tetrach- 
loride. Such ilmenite must, therefore, be processed in order 
to obtain titanium oxide of more than 95 percent Ti02, or 
a high grade titanate slag, containing 80 percent TiO2. The 
operation will become even more complicated and diffieult 
when sand iron with approximately 10 percent TiO2 is used 
in combination. At first, 30 tons of sand iron concentrate 
with approximately 55 percent Fe (this is used as a raw 
material for electric pig as in the past) and 70 tons of tail- 
ing with nearly 15 percent TiO2 are obtained by magnetic 
concentration of 100 tons of sand iron ore. After gravity 
concentration and flotation of the tailing, 11 tons of titanium 
sand iron concentrate with 30 percent TiO2 are produced. 
The TiO2 content of the ore must be at least 30 percent 
in order to obtain a high grade titanate slag with 80 percent 
TiO2 by the reduction of titanium sand iron concentrate 
in an are furnace. The present concentration technique 
entails high cost while the yield rate of dressing extraction 
is low, so that technical advance is desired in this respect. 
Another subject under study is the problem how to remove 
the silica which is contained in sand iron in abundance, 
and which remains in titanate slag and turns into impurities 
in the course of the manufacture of titanium tetrachloride. 


Japan has four titanate slag makers: namely, the Osaka 
Titanium Company, the Hokuetsu Denka Company, the Nisso 
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Seiko Company and the Morioka Denki Company. The total 
production of titanate slag in December, 1955 amounted to 
approximately 600 tons. Imported high grade ilmenite is 
being used as raw material besides titanium sand iron con- 
centrate. It is necessary for these makers to secure the 
supply of high grade titanium sand iron. The Kamazawa 
mine of the Kamazawa Kogyo Company is said to hold 
some 450,000 tons of deposits, of which the TiO2 contents 
average 18 percent, rising as high as 39 percent in the 
case of the best grade ore. The Company is making 
efforts to equip the mine with complete concentrating faci- 
lities for its development. Japanese titanate slag of 70 
percent TiO2 is priced at Y23,000, which is relatively higher 
than the Quebec slag of Canada quoted at Y21,916, CIF. 
This is because of the still unperfected technique for sand 
iron concentration, as mentioned above. The pig iron ob- 
tained as by-product in the course of titanate slag manufac- 
ture by reducing iron in the are furnace contains over 0.5 
percent of sulfur, an economical removal of which is ex- 
ceedingly difficult. In the case of the Quebec Company, 
ilmenite which contains 35 percent TiO2 and 40 percent 
Fe, and which is comparatively free from impurities, is re- 
duced, by adding only hard coal, while the desulfurization of 
molten pig is done in another electric pig furnace by adding 
lime or other material. 


Titanium oxide plays an important role as a raw ma- 
terial for titanium sponge, since the Kroll process is the 
only commercial process for it, although the direct process- 
ing of high grade titanate slag is also possible in order to 
produce titanium tetrachloride. In Japan, seven com- 
panies, that is to say, the Titanium Kogyo Company, the 
Tochigi Kagaku Company, the Ishiwara Sangyo Company, 
the Teikoku Kako Company, the Furukawa Kogyo Company, 
the Sakai Kagaku Company and the Mitsui Kinzoku Com- 
pany are engaged in the production of titanium oxide. The 
output totaled 9,606 tons in 1954, of which nearly 4,000 
tons were shipped as paint material, 1,200 tons for frosting 
of rayon, 1,000 tons for printing ink, for coloring of rubber 
and plastics, for enameled ironware and for titanium sponge 
manufacture, the rest (3,400 tons) for export to more 
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than twenty countries, including Hongkong and Australia. 
The price of titanium oxide with 97 percent TiO2 is quoted 
at Y220,000 per ton. As regards the raw material for 
titanium oxide the makers rely mostly on imported ilmenite. 
The use of sand iron is, however, under consideration by a 
process such as: sand iron concentrate with 25 percent 
TiO2—high standard titanate slag with 65 percent Ti02> 
raw titanium oxide with 95 percent TiO2—-titanium sponge 
with 99.5 percent Ti>titanium products. 


The production of titanium sponge has witnessed a 
steady increase year by year since the Osaka Tokushu Seite- 
tsu Company (predecessor of the Osaka Titanium Company) 
and the Nippon Denki Yakin Company constructed pilot 
plants in 1951 with subsidies from the Ministry of Inter- 
national Trade and Industry. The total output registered 
1,250 tons in 1955. There are five makers of titanium 
sponge in Japan: the Osaka Titanium Company (Monthly 
production capacity: 60 tons), the Toho Titanium Com- 
pany (60 tons), the Nippon Soda Company (10 tons), the 
Nippon Denki Yakin Company (3 tons) and the Mitsui 
Kinzoku Company (1 ton). The bulk of their output has 
been shipped to the U.S., the U.K. and West Germany. The 
exports of titanium sponge in 1955 totaled 1,414 tons. 


Titanium sponge cannot be processed, as it is. At 
first, the sponge is melted to produce ingot. The sponge 
and titanate slag are compacted and welded into a rectan- 
gular electrode. For obtaining the other electrode, some 
quantity of sponge is put in the bottom of water-cooled 
crucible made of copper. After are melting under vacuum 
or inert gas ingot is produced. Then the subsequent turn- 
ing and forging yields annealing refined ingot. 


Annealing refined ingot is processed to bars, shapes, 
rods, plates and sheets by hot forging, rolling and extrusion 
and cold rolling by such facilities as are similar to those used 
for stainless steel. In Japan, the Sumitomo Kinzoku Com- 
pany, the Kobe Seiko Company and the Furukawa Denko 
Company have been engaged in such titanium processing, 
which, however, is yet at a trial stage. 
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PRINCE SIHANOUK AND THE KHMER PEOPLE 


Prince Norodom Sihanouk of Cambodia—Sihanouk is 
the name; Norodom is a royal title—is today 34. He was 
only 19 when he was crowned King on October 28, 1941. 
Public life began in the cauldron of war. The Japanese 
marched into Cambodia a few weeks after the Prince was 
crowned—and the Khmer Government was geared for near- 
ly five years to the Japanese war machine. The French 
returned when the Japanese left. At 24, the Prince was 
faced with what a youth in his position may have regarded 
a superhuman task—reconstruction of his country and its 
liberation from colonial rule. This was early in 1946. 
Nine years after this date, in February 1955, the Prince, 
as King, took the extraordinary step of asking a verdict 
from his people, by a referendum, on his record as a Ruler. 
The vote was 99.8 per cent in his favour. 


The story of these nine years must give an indica- 
tion of what role this Cambodian youth may play in awaken- 
ing Asia. Destiny has chased him strangely. He had suc- 
ceeded to the Cambodian throne while his father was alive. 
Sihanouk is the grandson of King Sisowath Monivang, 
through his daughter. According to the Cambodian law, the 
King nominates his successor. When Sisowath died without 
doing so, the Crown Council, composed of senior members 
of the royal family, nominated the grandson, Sihanouk, as 
King instead of Suramarit, Sisowath’s son-in-law who is 
Sihanouk’s father. (After the abdication of King Sihanouk, 
his father Suramarit has become King by nomination of 
the Crown Council). 


The crown had come to Sihanouk too soon because, 
although the young Prince had been educated in Saigon 
and later in Paris and had a distinguished academic record, 
he had not been able to gain the administrative experience 
necessary to assume ‘with confidence the role of King in a 
critical era. But compensation came in a way from the 
interregnum provided by the Japanese invasion and the 
emergency Government the Japanese established. Cambodia, 
like other countries of the region, was subjected to the 
rule of a “puppet,” Son Ngoc Thanh, whom the Japanese 
appointed Prime Ministef. When the Japanese withdrew, 
Son Ngoc Thanh (of Vietnam race though born in Cam- 
bodia) was arrested and _ legal Government restored. 
Sihanouk became the head of the Government. 


Cambodia was still very much under French control. 
One of the first acts of the King was to join with Cambodian 
politicians to force the. French, taking advantage of the 
public agitation and general confusion, to put the relation- 
ship between Metropolitan government and the Cambodian 
administration on a different footing. By what has been 
described as a “Modus Vivendi Agreement’ signed in 
January, 1946, the French relinquished their right over 
Cambodia as a protectorate. Even this agreement did not, 
by any means, signify independence for Cambodia. France’s 
armed forces continued to be within the State. The French 
High Commissioner, as ‘Personal Adviser” to the King, 
effectively controlled the Government. The language of the 
agreement was so sweeping as to v2st in the French control 
and supervision practically at every level of the legislative 
and administrative machinery. 


With this early, though limited, success, King Sihanouk 
gradually began to exercise his initiative in shaping Cam- 
bodian politics. Simultaneously with his resistance to the 
French, King Sihanouk initiated a scheme of constitutional 
reforms to limit the authority of the monarchy and give 
-Cambodia a parliamentary constitution to pave the way for 


the establishment of democratic government in the State. 
It is interesting that, since the extant ‘“‘absolute monarchy” 
was a mere fiction under French rule, the new constitutional 
reforms, while they brought into existence a parliamentary 
system of government, also gained for the King a constitu- 
tional position in the new government set-up. 


The first elections in accordance with the new constitu- 
tion—which were also the first elections in the history of 
Cambodia—were conducted in December, 1947. The elec- 
tions brought what was called the Democratic Party into 
power in the National Assembly with a majority of 55 
seats in a House of 75. This Party, however, it can be 
imagined, in the young democracy, consisted of a loose- 
knit group of politicians who stood generally for larger 
autonomy for Cambodia. With the inauguration of the 
new constitution early in 1948, Cambodia became one of 
the “Associated States in the French Union of Indochina.’ 


As was to be expected in the circumstances, the new 
democratic experiment was not a success. Official publica- 
tions, issued by the Press Office of the Royal Palace in 
1950, spoke of corruption. in the legislature owing to the 
“inferior quality” of the legislators. It said: ‘This ascen- 
dancy of one party, coupled with the fact that the duties 
imposed by the new form of government on the representa- 
tives of the nation had been often imperfectly understood 
by them, was a reason why the executive power found it 
difficult to do its work. To make them look more difficult 
there was a certain unrest throughout. the country caused by 
some elements, the majority of which were under foreign 
influences.” 


The first democratic experiment, it was soon seen, led 
to social and political chaos. King Sihanouk was gently 
but steadily coming to the forefront in national politics. 
With the controlling French Power weakening owing to 
continuous inroads into its strength and prestige from Viet 
Minh attacks in the other Indochina States and the parlia- 
mentary experiment practically a shamble, the ground was 
getting ready for King Sihanouk to take over de facto 
authority. 


A section of the population, mainly Vietnamese adopting 
Viet Minh ideology and methods, took advantage of the 
general chaos at this stage, to enlist the support of a few 
Cambodians to build up a Front for the “struggle for the 
liberty of the people.” Help came to them from the Viet 
Minh forces across the border. There was another group 
of armed resisters. These were the Khmer Issark, (‘“Khmer’” 
is the traditional name for Cambodia, and Issark means 
‘Liberty’) a group of nationalists who had constituted “re- 
sistance groups” during the Japanese invasion. The Issark 
now stood with nobody. Operating in groups some sup- 


‘ported Viet Minh, some agitated for freedom from the 


French and some were mere bandits. 


The activity of King Sihanouk in these days was in 
putting increasing pressure on the French for independence 
to Cambodia. Late in November 1948, the King declared 
at a public ceremony, which was attended by the French 
High Commissioner: “I spoke of independence because 1 
am fully convinced that this word and everything it implied 
constitutes the key to our problem.” 


With the collapse of parliamentary government in 
squabbles in the legislature, the King dissolved the as- 
sembly in 1949, but new elections could not be held owing to 
the prevailing insecurity. Between the summer of 1949 
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and the summer of 1951, when Parliament did not exist, 
King Sihanouk ruled Cambodia, for the first time, as de facto 
ruler, only responsible in a limited way to the French 
authorities. ‘ 


The King called new elections in 1951, which again 
gave the majority to the Democrats who won 54 seats against 
18 won by the Liberals and 6 secured by splinter elements. 
The new parliament, however, did not help restore order, 
The Issark groups continued to be very active and they 
were, further, now joined by Son Ngoc Thanh, former 
Japanese puppet, who had been by this time released after 
a period of imprisonment for collaboration with the Japa- 
nese. Son Ngoc Thanh took advantage of the general con- 
fusion and began to organise resistance not only to the 
French but to the King, who, he found, had become a 
power. 


The personality of King Sihanouk had by this time 
been fully evolved. He realised that the old traditional 
methods of arresting and imprisoning opponents would be 
of no avail. Dictatorship must give way to political wisdom. 
Accordingly, he entered the political arena while the Par- 
liament was still functioning. He met the Issark leaders. 
Veteran Issark leader, Dap Chluon, persuaded by the King 
to announce formal submission, was immediately named 
Commandant of his old forces which were accepted by 
the King as part of the troops of the Cambodian army. 
Dap Chluon became so loyal as to fight, with the King, both 
the Viet Minh and recalcitrant Issark elements. Another 
Issark chief, Puth Chlay, likewise, accepted the King’s 
offer, surrendered his sword and received it back from the 
Royal hands. The situation gradually began to improve. 
Viet Minh and Issark influences waned, The King’s prestige 
began to grow for ability, grit and courage. 


The fundamental problem in Cambodia was still not 
solved. It was well-known that the country was still sub- 
ject to the depradations of Viet Minh elements who, though 
they numbered. only 8,000 or 9,000 in the whole country, 
yet never came forward to act in an organized fashion, 
so that, as in Malaya, the Government had to keep tens of 
thousands of men in garrison. There were complaints that 
the French help was inadequate and ineffective to the Cam- 
bodian forces to meet the requirements of the situation. 
Declaring that the country could never achieve independence 
amidst such factions and the administrative inefficiency 
which arose from it, the King gave a public promise in June 
1952, to his people to “achieve complete and effective inde- 
pendence of the Kingdom and to restore peace and security 
within three years.’’ The Parlidment was dismissed. The 
King took over the Government and initiated a new phase 
of negotiations with the French. 


. The King visited the United States in 1953 and a new 
phase of. action to accelerate Cambodian independence was 
begun. Taking advantage of the traditional American dislike 
of colonialism, the King declared in the United States that 
conditions offered by the French did not amount to teal 
independence and this fact was so gtossly resented by his 
people that he was uncertain whether he could mobilise the 
country in the event of a Viet Minh invasion. 


On his return to Phnom Penh, the Cambodian Capital, 
however, Sihanouk disclosed that fresh negotiations had 
been started with the French and he hoped the difficulties in 
the way of Cambodian independence would not be insur- 
mountable. These negotiations, to which the King had 
made a reference, apparently did not, progress as expected 
for, within a few weeks, the King sprang a dramatic sur- 
prise on the world by going into voluntary exile in Thailand. 
The King complained against the French vacillation and their 
under-estimation of Cambodian démarids. One of the issues 
of conflict between the King and the French was the com- 
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mand of the forces in Cambodia. While the French had 
agreed to transfer the Command of the Cambodian forces 
to the King, they had declined to transfer control of the 
French forces in the area. The King did not accept the 
position. The King declared that he could not continue 
negotiations freely with the French as some of his own 
people had begun to regard him as “a tool of the French.” 


The King’s exile in Thailand was, however, shortlived 
owing to Siamese reluctance to encourage propaganda 
against the French from their soil. The King left Thailand 
but did not return to Phnom Penh and went to Northern 
Cambodia instead, where several Issark bands rallied round 
him. 


The situation which, for a moment appeared desperate 
for the King suddenly, however, turned to his advantage 
owing to the unseemly haste of Viet Minh to force the 
pace. They declared that the King had become a helpless 
“puppet”? and issued a Proclamation calling for the “free- 
dom of the Khmer people’—a procedure which was exactly 
similar to what they had adopted before their invasion of 
Laos. 


This grave threat had its effect and less than a month 
after King Sihanouk’s electrifying flight to Thailand, the 
French Government announced that they were inviting 
authorities in all the three Indochina States to Paris for 
talks to “perfect” their independence. In exhaustive pre- 
Paris talks which followed in Cambodia, the King and his 
Ministers obtained one concession after another, until the 
Cambodian Government had gained control over all the 
armed forces in the territory in spite of the fact that the 
military situation in Indochina was far from settled. French 
uniforms disappeared from the Cambodian scene. The Viet 
Minh could not any more taunt the King of “fictional free- 
dom.” For the first time since 1863, Cambodia was no 
more under foreign rule. 


The last word on Cambodian indépendence was given at 
Geneva which gave international recognition to Cambodian 
independence. 


It is no secret, however, that the International Super- 
visory Commission created by the Geneva Conference was 
sharply critical of the benevolent despotism of the King 
and had more or less upheld the scarcely-veiled charge of 
authoritarianism made by the Democratic Party... A new 
general election demanded by the only organised Cambodian 
political Party was resisted long by the King who could 
never see eye to eye with the Democratic Party although it 
had rallied to him during the critical days when Cambodia 
was threatened by the Communist-dominated Viet Minh. 


The Geneva Accord however provided for General 
Elections on the basis of universal suffrage in the three 
Indochina states, including Cambodia. The King had his 
own ideas about the election on the basis of a limited 
franchise. A controversy broke out between the King and 
the Democratic Party. The King was ready to face his 
people. He called for a referendum of popular opinion on 
his administration. Out of 927,646 people who voted, 
925,812 expressed complete confidence in the King. 


King Sihanouk -thereafter moved from climax to climax. 
Having assessed public confidence, he abdicated declaring 
that “my duty as a ruling monarch has come tod an end 
with attainment of the national independence of our people 
and that another task is now awaiting me. This task is 
the solution of social problems and the promotion of a 
genuine democratic system by putting an end to a situation 
in which the power of government has become concentrated 
in the hands of a small privileged class, who can in no sense 
be said to represent the real interests of the people and 
which in fact is exploiting them. It is my aim to ensure 
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that these powers will be exercised by the people themselves, 
and to give to them the means of removing the injustices, 
corruption and exploitation from which they have suffered so 
long.” 


Soon after his abdication, Sihanouk, now ex-King, paid 
a visit to New Delhi when Nehru referred to his giving up 
his kingship and joining the people “a rather unique and 
possibly unparalleled thing. I do not know if there is a 
similar example anywhere else. Many kings have disap- 
peared as kings and people have chosen their leaders in a 
different way. I do not know any example of a king giving 
up his kingship and joining with the people and functioning 
as the national leader of the people. That is remark- 
able.”’ 


Functioning on behalf of the new King, his father, 
King Norodom Suramarit, Prince Sihanouk signed a ‘“Panch 
Shila agreement” with the Government of India in March 
1955. It is clear that when the young King left the throne 
he knew he could rally the country democratically behind 
him. He founded his Party—Popular. Socialist Community 
—with the full knowledge that the General Election could 
not be postponed indefinitely. When it took place in 
September last the Popular Socialist Community took the 
field against the Democratic Party. 


All_ observers forecast the victory of Prince Norodom 
Sihanouk. At the same time everyone conceded that the 
Democratic Party has still a solid support in the country. 
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In fact, keen competition between the two Parties were 
foreseen. The results of last September 11 General Elec- 
tion were however “very embarrassing” to Prince Norodom, 
as he confessed later. All the 91 seats of the Legislative 
Assembly were captured by the Popular Socialist Com- 
munity which obtained 85 per cent of the votes cast. 


The completion of the Cambodian elections brought 
also to an-end the work of the three-Nation Supervisory 
Commission which was appointed after the Geneva Con- 
ference last year. Cambodia awaits recognition now as a 


‘free country into the United Nations. 


Cambodia wants to be free of alliances, to stay neutral. 
Sihanouk is leading his people, guiding the Khmer back to a 
honourable role in history. US aid, Chinese aid, anybody’s 
aid is welcome. Fears of foreign inroads are generally held 
by the people who distrust both Asian neighbours (with 
good reason) and Western inc.:. American benefactors. 
Cambodia coes not want to be drawn into any ‘alliances’. 
The Khmer hope they can stay out of the dismal quarrel 
between the “two worlds’, lead a peaceful life in the 
Buddhist tradition, develop their country with tropical 
tempo, and form no object of ambition anywhere in the 
near or far world. The question is how good are the in- 
tentions of Washington, Moscow, Peking, Saigon, Bangkok? 
Sihanouk will have to be wise and play a skilful interna- 
tional game—and all wellwishers of the Khmer people will 
follow his path with sympathy and encouragement. 


THE PHILIPPINE ECONOMY IN 1955 


The trend of the Philippine economy in 1955 continued 
to be expansive despite the presence of recessionary ele- 
ments in certain sectors of export. The main expansionary 
elements were in the domestic sector, and were paced by 
heavy government expenditures (previous and current) for 
economic -development, by a substantial rise in private credit 
operations and by continuing budget deficits. The P109.6 
million or 8.9 per cent increase in money supply during 
the year was accounted for wholly by the domestic sector, 
and in that sector, government operation was responsible 
for two-thirds of the expansion. Rising local production, 
increased savings and time deposits, and heavy imports 
which pulled down the level of the international reserve 
counteracted inflationary pressures and kept prices stable. 


A review of significant statistics gives a picture—per- 
centagewise—of a growing economy. Gross national pro- 
duct was up by 5.7 per cent over 1954. The total ‘produc- 
tion index was 128 (1952—100), showing a 6.7 per cent 
increase over the previous year. The manufacturing index 
was 142.8, or up by 12.5 per cent over 1954; mining was 
107, or up by 9.2 per cent; and agriculture was 123, or up 
by 3.4 per cent. 


The agricultural sector made gains not only in acreage 
planted but also’ in total output. The area brought under 
cultivation was 4.9 per cent over that of 1954 and 30.2 per 
cent over 1949 figures, while food crop output showed a 
gain of about 4.1 per cent over 1954. Rice, however, 
showed hardly any appreciable increase. As to the dver- 
all export crop output, the index was 114, or a gain of 2.7 
per cent. 


In the industrial sector, all major industries except 
textiles set the pace for accelerated manufacturing growth. 
Non-durable manufactures displayed an upward trend, total 


production being 13.1 per ccnt higher than a year ago. 
Food products were up by 21.5 per cent; tobacco products 
by 24.3 per cent; beverages by 4.4 per cent; rubber products 
by 10.9 per cent; and chemicals by 16.2 per cent, to mention 
only a few items. Durable manufactures reflected a similar 
trend with an 11.5 per cent gain above a year ago. The 
biggest strides were made in the metal-working industries 
with a net advance of 38.7 per cent and in electrica! ap- 
pliances with a net gain of 36.9 per cent. 


Reflecting these gains, daily wages in real-income terms 


showed an increase of 1.3 per cent and 3.8 per cent for- 


skilled and unskilled workers, respectively. Employment in 
734 non-agricultural firms employing approximately 176,600 
workers ‘was also up by an estimated 3.1 per cent. Gross 
sales of the 1,174 establishments surveyed in Manila in- 
dicated a gain of 5.3 per cent in 1955 over 1954. 


The upward trend in production was materially aided 
by the heavy importation of capital goods and producers’ 
items. The increase in business activity was also indicative 
of the general improvement in the peace and order situation. 
Corporate income estimated at P263.2 million showed a net 
gain of 19.1 per cent above 1954. Of this amount, P168.4 
million or 64 per cent was retained and made available for 
expanding production. 


External trade, however, indicated a different position 
in the over-all economic picture. Export prices experienced 
a general decline of 8.3 per cent. As a partially compen- 
Sating factor, the total quantity of exports shipped rose to 
a record high (an increase of 7.6 per cent). This prevented 
the total value of exports from falling appreciably. Total 
exports declined by only $9.8 million, or 2.4 per cent. 


Some individual items were not adversely affected by 
general decline in the export sector in 1955. Base metals 
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and forest products enjoyed favorable conditions of world 
demand, and exports thereof rose both in quantity and value. 
The copper boom, particularly, encouraged a four-fold ex- 
pansion in the value of exports of copper concentrates. On 
the whole, minerals and metals registered an increase of 
14 per cent over the previous year. Logs, lumber and timber 
likewise showed an expansion, this time by a net gain of 
10.6 per cent. 


Of the exports affected by price declines, the principal 
ones all showed quantity increases and only copra showed 
a value decrease. The average price of copra in the world 
markets registered-a fall of 12 per cent during the year, 
notwithstanding the much reduced Indonesian copra ex- 
ports. Large sales of American agricultural surplus stock 
of fats and oils were generally believed to have had a 
damaging effect on prices. Of the eleven major exports, 
all except abaca, coconut oil and canned pineapples were 
exported in quantities exceeding the boom year 1951, and 
all except iron ore and leaf tobacco showed quantity in- 
creases over 1954. 


* * * * 


The slight decrease in internal purchasing power duc 
to the decline in total export receipts was completely over- 
shadowed by heavy government expenditures for dev-lop- 
ment purposes, the main factor imparting an expansionary 
tone to the economy. The budget deficit, which resulted 
largely from development expenditures, was P140.2 million 
for fiscal year 1954 and P64.5 million for fiscal year 1955. 
The latter was significantly less than the deficit of P113 
million previously anticipated, indicating tax collections and 
levels of economic activity in excess of expectations. For 
fiscal year 1956 the deficit is expected to reach P183 mil- 
lion, unless revenues are stepped up or expenditures cut. 
The mounting tempo of developmental efforts is evident in 
the economic development expenditures of the national gov- 
ernment (exclusive of government corporations) of P151.0 
million in fiscal year 1953, P267.7 million in fiscal year 
1954, and P202.5 million in fiscal year 1955. Including 
government corporations, the total figure is P330.9 million 
for fiscal year 1955 and P477.5 million for fiscal year 1956. 


Domestic credit operations of the banking system and 
other selected financial institutions reinforced the expan- 
sionary fiscal policy. Total domestic credits of the bank- 
ing system as of December 31, 1955 reached a record 
peak of P1,753.1 million as compared to P1,341.2 million 
in 1954, an expansion of P411.9 million or 30.7 per cent. 
Similarly, domestic credits of the selected financial] institu- 
tions rose by P93.9 million, from P633.5 million in 1954 to 
P727.4 million in 1955. Agricultural loans of the banking 
system and selected financial institutions increased by 12.0 
per cent and industrial loans by 7.9 per cent. 


The inflationary effects of these increasing expenditures 
and credit expansion were counterbalanced by greatly in- 
creased production, rising private savings and heavy im- 
portations. Savings and time deposits rose by P52.3 mil- 
lion or 12.2 per cent. These deposits form a reservoir of 
passive purchasing power that might be activated to provide 
fuel for a future inflationary spiral. 


The level of import arrivals in 1955 at $547.6 million 
f.o.b. reached its highest point since 1949 and acted as a 
spur to greater «domestic productivity. As import prices 
remained firm during the year, the 13.5 per cent rise in 
value resulted wholly from a larger quantity of goods im- 
ported. An analysis of their composition shows that the 
items which put some strain on the trade balance were 
primarily industrial supplies and capital equipment, thus 
underscoring the accelerating process of domestic produc- 
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tive activity. Capital goods and raw materials made up 
72.5 per cent of all imports. Importation of non-electric 
machinery increased by 17.9 per cent, electric machinery, 
apparatus and appliances by 25.1 per cent, and transporta- 
tion equipment by 19.3 per cent. Total raw material im- 
ports jumped by 12.7 per cent. 


The total foreign exchange allocations for imports in 
1955 amounted to $565.8 million compared to $616.1 mil- 
lion in 1954, or a reduction of $50.26 million, due to the 
tightening of the control policy towards non-essential items 
in the second semester. Despite this cut in foreign ex- 
change allocations, import negotiations as indicated by im- 
port arrivals were 13.5 per cent higher in 1955 than in 
1954. There was a large carry-over of letters of credit 
opened during the latter part of 1954 as evidenced by the 
excess of import payments «(luring the year over letters cz 
credit opened. 

These increased import payments resulted in a trade 
deficit of $171.0 million in 1955 as against $99.9 million 
in 1954. The widening trade gap was partly covered by 
invisible receipts made up largely of U.S. government ex- 
penditures of $129.4 million, and partly by running down 
the country’s international reserve from $272.7 million in 
January to $209.2 million in December. 

This deterioration of $63.5 million in the international 
reserve was $40.2 million more than that experienced in 
1954. The downward movement which started in Septem- 
ber, 1954, continued to May of 1955. A temporary im- 
provement took place from June to August with the draw- 
ing of $10 million from the International Monetary Fund 
and the curtailment of allocations for non-essential goods. 
However, a noticeable weakening began in September and 
continued unabated through December when it touched a 
record low of $209.2 million. It is important to note that 
while the present international reserve is not at poverty 
levels, it may not be easy to liberalize imports as an offset 
to domestic expansionary policies if such action should be- 
come necessary. 

But for the compensating faci s herein stated, there 
is little doubt that consumer prices would have risen. In- 
creases in population, domestic credit, money supply, wages 
and earnings, and employment signified greater aggregate 
effective demand within the economy, reinforced by con- 
tinuing budgetary deficits. : 

Recessionary factors from external sources, therefore, 
permitted heavy development expenditures, while the level 
of the country’s reserve made possible, up to a certain 
point, compensatory importations to absorb the newly- 
generated purchasing power, keep prices at reasonable levels, 
and prevent hardships to consumers and to manufacturers 
requiring imported equipment and materials. 

The downward drift in consumer prices seems, how- 
ever, to have reversed itself about the middle of the year, 
coincidentally with the start of a rapid rise in money 
supply which went up from P1,208.6 million in May to a 
record P1,336.2 million in December, or a rise of 10.6 per 
cent in seven months. This was coupled with an increase 
in the turnover rate of average peso «(lemand deposits over 
the previous year. At about the same time, the declining 
trend in the international reserve compelled a_ stricter 
policy toward imports. The gradual upward drift in con- 
sumer prices, therefore, which started in the middle of the 
year and only partially receded after November can no 
longer be countered by an import policy similar to that 
which was followed in the two previous years. 

* * * * 


The experience of the past year shows the limits which 
circumscribe a policy of ‘absorbing increased expenditures, 
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The financing of economic development by  non- 
inflationary methods will be the main problem of the eco- 
nomy in the coming year. In the government sector this 
will mean minimizing deficits either by reducing operating 
expenditures or raising revenues. In the private sector this 
will mean channeling more credit toward productive acti- 
vities and away from non-productive fields. To a certain 
extent, this applies to the government sector also. Mea- 
sures taken along all these lines should result in raising the 
national savings function. 


There are in addition other objectives to be pursued, 
principal among which are the rationalization of production, 
promotion and diversification of foreign trade, protection of 
domestic industries, redistribution of income, and the siphon- 
ing off of windfall gains in certain lines of importation. 


purchasing power and budget deficits by means of greater 
importations in order to prevent inflationary price rises. 
Price stability from now on will have to depend on the 
ability of local production to meet domestic demand, a de- 
termined fiscal policy either to raise tax revenues or re- 
trench on expenditures, the magnitude, programming and 
rate of development expenditures, and the country’s ability 
to secure external assistance for development needs at this 
stage in the country’s economic development. The great 
increase of production and an apparent expansion over 
the past few years of the monetary sector of the economy 
will probably allow a somewhat higher level of money supply 
than was feasible a few years ago. The improvement in 
techniques of budgetary control renders the fiscal system 
more responsive to the requirements of sound economic 
policy, and the renewed consciousness in public policy 
regarding the importance of development with mone- 
tary stability allows a somewhat greater and faster rate 
of monetary expansion as a stimulant to economic growth. 
Nevertheless, the trend of money supply and prices will bear 
watching to prevent any inflationary spiral from getting 
out of control. 


It should be borne in mind that government develop- 
ment expenditures alone (including government corpora- 
tions) are expected to rise to P640.9 million in fiscal year 
1957. For that same fiscal year the budget deficit is pro- 
jected at P252 million. The increased money income and 
nominal purchasing power stemming from these outlays and 
from such as may be made in the private sector will have 
serious repercussions on either the price level or the balance 
of payments unless a strong fiscal policy is followed, credit 
for non-productive activities tightened and increased pro- 
duction for domestic consumption achieved. 


None of these short-run policies, however, provides a 
real solution for the Philippine economic problems of un- 
employment, low productivity and external imbalance. The 
disequilibrium in the country’s internal and external posi- 
tion has roots deep in its unbalanced economic structure, 
and a long-run solution can be found only in a _ well- 
conceived development plan. What is needed is diversi- 
fication of the economy; development of industries produc- 
ing substitutes for imported consumers’ goods, raw materials 
and equipment; development of new exports; and at the 
same time increasing productivity in existing export and 
domestic industries. 


Development expenditures, budget deficits, private in- 
vestments, and rising domestic credits will have the effect 
of raising money incomes and effective demand. If such 
demand is not to be dissipated in price rises which penalize 
the lower income groups, or in pressures generated on the 
international reserve, the incremental demand must be taxed 
and devoted to investment in development projects. Since 
much of the incremental demand under present conditions 
shows up directly or indirectly as a demand for imported 
commodities, fiscal measures bearing on the import sector 
must be resorted to with increased vigor. 


The problem is not one of mere changes in monetary 
income and nominal purchasing power but one of trans- 
ferring real resources from non-productive or less efficient 
uses to productive or more efficient ones. 


With the above in mind, the following recommenda- 
tions were made by the Central Bank of the Philippines:— 


1. More Extensive and More Flexible Use of Tariffs. 
The country’s use of tariffs is at present greatly restricted 
by the nature of the trade relations with the Un‘ted States. 
Even within such limits, however, it is possible to make a 
more imaginative use of tariffs in order to achieve national 
objectives. Tariffs can be used to promote many ends. 
Besides raising revenue and protecting domestic industries, 
tariffs can be used to restrict consumption, economize in the 
use of foreign exchange, diversify the pattern of foreign 
trade, and siphon off the windfall gains of importers of cer- 
tain goods. The present tariff system should be revised 
with all these points in mind. For example, although it 
may be desirable to raise tariff rates, a steep increase in 
tariffs will have the effect of prolonging the preferential 
pattern of trade by widening the margin of difference be- 
tween American and other goods, incidentally also dis- 
couraging importers from seeking lower-cost sources of im- 
ports and economizing on foreign exchange resources. 


It is necessary to explore a wide range of special tariffs 
which do not fall within the meaning of ordinary customs 
duties as defined in the revised trade agreement with the 
United States. One way to make the tariff system more 
effective is to make more widespread and more ingenious 
uses of such special tariffs. In view of all these considera- 
tions, the following specific features should be incorporated 
in the tariff system: 


(a) Special high tariff rates should be imposed on 
import goods receiving subsidies, bounties, price supports 
or preferential treatment in multiple-currency systems in 
other countries, or which are traded in by government mono- 
polies. 


(b) Special high tariff rates should also be imposed 
on goods coming from countries that have preferential tariff 
systems with no intention of diminishing such preferences. 
(This, however, should not apply to customs unions entered 
into by contiguous countries). These rates should also 
apply to goods from countries that in effect discriminate 
against Philippine goods in their import trade, either by ex- 
cluding Philippine goods from-global quota increases or by 
currency restrictions. 


(c) Ordinary tariff rates should not be raised to pro- 
hibitive levels except on goods whose local production is 
adequate to supply local needs, and on Ipxuries. 
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(d) Other ordinary tariff rates may be raised mode- 
rately, but not to the point where, by widening the abso- 
lute cost differential between American and other goods, 
they discourage recourse to lower cost suppliers and thus 
prevent diversifying the import trade and the making of 
the optimum use of foreign exchange resources. 


(e) It will not be advisable to raise the last-mentioned 
tariff rates steeply at one time. The present tariff system 
should provide, for those items on which rate increases are 
deemed desirable, for progressively increasing duti2s over 
time, to be synchronized with the diminishing preference 
accorded United States goods under the terms of the revised 
trade agreement with the United States. Thus, for exam- 
ple, rate increases could be divided into three stages: part 
to come into effect in 1959, part in 1962, and the remainder 
in 1965. 


(f) Since full tariff effectivity cannot take place im- 
mediately, quantitative controls will have to be maintained 
to complement and reinforce the tariff system for some 
time. 


2. The Appraiser’s Division of the Bureau of Customs 
should be strengthened. With increasing resort to tariffs, 
and with the need to check carefully on import arrivals to 
prevent false valuation and black marketing of dollars, this 
Division occupies an important and crucial position in the 
Government’s contro] system and should be greatly streng- 
thened. 


3. A Greater Proportion of the Gross National Pro- 
duct should pass through the Public Sector. This will mean 
a substantial increase in government revenue, preferably 
by intensification of tax collection and by taxation on 
sectors of the economy that so far are not bearing a fair 
share of the tax burden. Compared with other countries, 
including many underdeveloped countries, the ratio of taxes 
to gross national product in the Philippines is still quite low. 
Increased revenues, including increased tariff revenues, will 
not only decrease budget d2ficits and inflationary pressures 
but will also mobilize development funds and increase the 
rate of national saving. Revenue increases should be ac- 
companied by improved fiscal management and a more care- 
ful and rational programming of all public expenditures. 


4. The Securities Market should be Broadened. Invest- 
ment outlets for savings are still meager in number and 
variety. Encouragement should be given to the listing of 
more industrial stocks in the Manila stock market. The 
government should consider listing government corporations 
on the board of the Manila Stock Exchange. As these cor- 
porations need funds, they would be abl2 to go either to 
Congress or to the market for them. Recourse to the mar- 
ket will be an incentive to rationalize operations and put 
the corporations on a self-sustaining basis, and would pave 
the way.for implementation of the government’s announced 
policy of turning over going concerns to private enter- 
prise. 


5. A More Diversified Commodity Trade Pattern should 
be Promoted. While diversification is taking place under 
the impact of world demand for additional products such 
as minerals and forest products, the government can do 
much to accelerate this diversification. This can be done 
by promoting research, by making market studies. by en- 
couraging better quality and the utilization of by-products. 
The setting up of standards and grades, and the effective 
administration of these is imperative. 


6. Countries which discriminate in their trade by cur- 
rency areas and have no payments or commercial agreements 
with the Philippines should be urged to eliminate their re- 
maining restrictions against the Philippines. If no action 
is forthcoming, then all those with which the Philippines has 
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a markedly unfavorable trade balance should be put into a 
special licensing category. To prevent further trade de- 
ficits from being incurred with them, imports of non-essential 
goods from them should cease altogether. 


7. Price Supports should be Revised. Price supports 
should be revised so that they will be set at levels which 
will equate domestic production anil consumption. In the 
absence of other criteria, the world market price can be 
tak2n as the level of reference. Production beyond do- 
mestic needs is justifiable only if conditions in the export 
market warrant it. In the absence of such conditions, 
excessively high prices will ]2a,1 to unmanageable and costly 
surpluses, andl may as in other countries necessitate acreage 
controls. Concomitant with any revision of price support 
levels should be the extension of greater credit and market- 
ing facilities to farmers and the enforcement of strict stan- 
dards in crops receiving price supports in order to encourage 
the growing of bett2r grades. 


8. Existing Quota Systems should be Reexamined. 
Quotas of sugar, pear] buttons, coconut oil, and cigars should 
be transferred from marginal to efficient producers, thus 
raising the profitability of production and giving a reward 
to efficiency. Marginal producers holding quotas should be 
helped in transferring toe other occurations by a subsidy 
which can be borne by th2 respective industries con- 
cerned. 

9. Food Production should be even more vigorously 
promoted, and Food Packing and Preserving Industries 
should be Encouraged. Greater sufficiency in food needs 
can be attained by more active efforts to increase food 
production, but the growing output of foodstuffs will be of 
limited benefit unless these foodstuffs can be processed into 
a form in which they can be kept and stored. This should 
help to ensure year-round availability of otherwise perish- 
able commodities, and will contribute to smoothing out sea- 
sonal price fluctuations both for producers and consumers. 
A high priority should be given in economic planning to 
this type of industry. 


10. Commodity Exchanges should be Established. 
Another way of helping to smooth out seasonal price and 
supply fluctuations is by establishing commodity exchanges 
for spot and future transactions. Studies should be made 
by the national planning agency on how best to encourage 
the establishment of such exchanges. 


11. The Transportation System should be Improved 
and Developed. While the construction of roads continues 
to accelerate, public attention should also be called to the 
development of other forms of transportation, especially 
water transport. This includes inter-island and overseas 
shipping, and the development of inland waterways. The 
integration of major river systems by means of linking 
canals, the dredging of silted channels, and the restora- 
tion of waterways formerly in active economic use may 
open up new possibilities of low-cost haulage and of tap- 
ping extensive producing regions. 

12. Anti-Monopoly Moves should be Started. Areas 
of monopoly control and monopoly profit exist in the eco- 
nomy. Where they affect commodities or operations essen- 
tial to the public welfare, the government should take steps 
to institute anti-monopoly proceedings. The reform of quota 
systems and the siphoning off of import windfall gains by 
tariffs, as recommended earlier, seek to attack specific 
monopoly gains in the economy. Vigorous action is also 
called for against monopoly practices in the handling and 
distribution of goods. The formation of cooperatives and 
the expansion of ACCFA’s activities will help in this 
respect, but these will not be fully effective unless the force 
of law is brought to bear on monopoly practices in the dis- 
tribution of goods. 
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ECONOMIC LETTER FROM MANILA 


The foreign reserves of the Philippines are at a safe 
level aud acequate to meet any foreseeable demand on the 
Central Bank for foreign exchange, Gov. Miguel Cuadderno 
of the Central Bank assured the country. Defending the 
policies and actions of the CB, Cuaderno told business execu- 
tives that he does not subscribe to the view that the present 
level of reserves is “dangerously low.” ‘Considering the 
deficits incurred annually from 1950 to 1955,” he said, “it 
is apparent that a reserve of around $200,000,000 is not 
inadequate.”’ He pointed out that these deficits ran no 
higher than the $60,300,000 incurred in 1955 and that in 
some years there had been a surplus. He called attention 
to the improved reserve position this year, which has risen 
from $209,000,000 at the beginning of the year to $234,- 
000,000 as of August 1. 

Requests by government agencies and private firms to 
share in Japanese reparations goods have assumed tremen- 
lous proportions in the offices of the National Economic 
Council. Requests received totalled an estimated $100,000,- 
000—equal! to the value of goods and services to be received 
over a period of four years anil nearly equal to one-fifth 
of the total amount to be received during the entire period 
of twenty years. Most of the requests will have to be 
turned down, since it is calculated that various necessary 
adjustments will leave only about $14,000,000 worth of re- 
parations due the first year. It appears that most of the 
reparations received «luring the first year will be needed 
by government agencies, although Pres. Magsaysay invited 
private businessmen to send in lists of their needs. He 
emphasized again his wish to see most of the goods go into 
rural development. 


Pres. Magsaysay ordered the Bureau of Forestry to 
intensify its reforestation work to check soil erosion in the 
vicinity of denuded forests. Taking note of the excessive 
cutting of trees in many forest areas, the Chief Executive 
asked the Director of Forestry for a report on the work 
accomplished by his bureau during the past two years. He 
instructed that deforested areas must be immediately re- 
planted and that there must be no letup in reforestation. 


The Philippines this year will be able for the fourth 
consecutive time to meet its sugar quota to the Unitedl 
States, its commitments in the international market, and 
its domestic quotas, the Department of Commerce announced. 
In addition, the country will have a moderate reserve of 
about 95,000 short tons. Based on figures received from 
the Sugar Quota Administration, the estimate of sugar pro- 
duction for the 1956-57 crop year beginning in October 
should total 1,201,866 short tons. Total foreign and <o- 
mestic quotas will be 1,199,557 short tons, leaving an excess 
of 2,308 tons. Total production for the 1955-56 crop year, 
which ends September, is placed at 1,220,513 short tons, 
with two centrals still milling. 


During the first nine months of operation of the No- 
Dollar Import Law, through June 30, 1956, more than 
P24,000,000 worth of Philippine export products have been 
licensed for barter by the No-Dollar Import Office. How- 
ever, exports actually shipped have come to only P9,000,000, 
leaving authorizations of P15,000,000 for products still to 
be sent out of the country. Impcrts in exchange for the 
bartered exports have been slow in arriving, only P2,000,000 
worth having been recorded at the end of the nine-month 
period. One rather disappointing aspect of the program 
has been that most of the bartered items have gone to coun- 
tries which have traditionally been the Philippines’ largest 
markets and have paid for Philippine products in dollars. 


The bulk of barter licenses were issued for Japan—some 
P9,000,000 worth. Licenses amounting to P8,000,000 were 
issued for Hongkong, which generally has paid for Philip- 
pine products in dollars. P2,000,000 worth of licenses were 
issued for the U.S., although these were justified on the 
grounds that they covered products that could not have been 
sold for dollars, including low-grade chrome and manganese. 
(Further barter exports to Hongkong, the U.S. and other 
countries having no exchange controls were recently ban- 
ned). 


The Undersecretary of Commerce ruled that a com- 
mercial transaction is to be considered retail if the buyer 
purchases the commodity, regardless of its amount, for his 
own use—and wholesale if the commodity is purchased for 
resale, regardless of the number or amount of goods in- 
volved. 


The Government Service Insurance System will shortly 
enter the field of financing private industries, after the 
manner of the RFC. It will extend loans to dollar-saving 
industries only. During the past two years the GSIS has 
doubled its assets from P103,000,000 to P206,000,000. It 
would be a billion-peso corporation in 10 years. Typical 
of the GSIS investment policies in the past was the pur- 
chase of P90,000,000 worth of government highway and 
port improvement and construction bonds. 


The Philippine plywood industry is one of the fastest- 
growing dollar earners in the country, even though its 
exports to the U.S. are still very small in comparison to 
those of Japan. Seven out of the eight existing plywood 
plants report an increase in their combined production from 
31,894,552 square feet in 1951 to 97,497,965 square feet 
in 1955. The Philippines imported 6,800,318 square feet of 
plywood in 1949-50 ... and none in 1954-55. Philippine 
exports totalled 207,946 square feet in 1949-50, and soared 
to 7,289,261 square feet in 1954-55. Six more plywood 
plants are being installed this year, bringing the total in 
the Philippines to 14. 


Some $3,060,000 in foreign exchange is expected to 
flow into the Philippines this year from tourists and dele- 
gates to various international conferences. The relaxation 
of existing regulations on the conversion of dollars brought 
in by tourists and their re-conversion from pesos back into 
dollars upon departure is a necessary step. 


Manila moved closer to getting its long-planned Manila 
International Airport Terminal when the Nationa] Econo- 
mic Council approved the release and issuance of P950,000 
worth of bonds toward its construction. The amount covers 
part of a P2,950,000 contract granted by the Department 
of Public Works to the Southwestern Construction Co. The 
project will include installation of a pumping plant and tank 
and electrical work at the airport. The NEC endorsed 
construction of the air terminai on the grounds that it will 
be a self-liquidating project. 


The government’s National Development Company re- 
vealed details of its purchase of machinery for a P10,000,- 
000 ramie processing plant in Davao. The machines, bought 
from six exclusive distributors in Europe, will cost around 
P2,000,000 and the plant, site and accessory equipment will 
involve the outlay of an estimated P8,000,000 more. The 
finishing and degumming plant, the first of its kind in the 
country, will process adequate local supplies of ramie, which 
in some parts of the country yields three to four crops a 
year. Contract for purchase of the machinery provides for 
delivery over the next 18 months. 
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FINANCE & COMMERCE 


HONGKONG EXCHANGE 
MARKETS 


(August 27 to September 1) 


U.S.$ 
i LY Fe 2! ae ine Notes Notes 
Date High Low High Low 
Aug. 27 $607% 607 605% 60436 
28 «607% 607 606 604% 
29 = 60844 607 606 4% 606 
30 Hto li d'a ¥ 
31 614 613 613 611 
Sept. 1 61445 613 612% 10% 
D.D. rates: High 612144 Low 604%. 


Highest and lowest rates in August 
were: T.T. at $624 and 6014, and 
Notes at 6228 and 6003. 


Trading totals for the week: T.T. 
US$2,570,000; Notes cash $455,000, 
forward $3,140,000; D.D. $430,000. 
Rates were firm in the latter part of 
the week on weak sterling position. 
Speculators were expecting further ad- 
vance in US dollars because an early 
settlement of the Suez dispute seemed 
unlikely. In the T.T. sector, demand 
was strong; offers from Japan, Korea, 
and the Philippines were promptly ab- 
sorbed. In the Notes market, specula- 
tors held on to their overbought posi- 
tions in spite of the heavy change-over 
interest against them (HK$6.90 per 
US$1,000). Positions taken averaged 
$3% million per day. In the D.D. sec- 
tor, trading was active as a result of 
the increased overseas Chinese vemit- 


tance before the Mid-Autumn Fes- 
tival. 
Yen: Interest for change over ag- 


gregated HK$3.80 per Yen 100,000 in 
favour of buyers. Cash quotations 
were HK$1,457.50—1,430.00 per Yen 
100,000; the forward market was quiet. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.84—-1.83, Japan 
0.0146—0.0144, Malaya 1.872, Vietnam 
0.06622—0.06493, Thailand 0.2824— 
0.2793. Sales: Pesos 290,000, Yen 95 
million, Malayan $350,000, Piastre 7 
million, Baht 53 million. 


Agreed Merchant T.T. rates: Bank’s 
selling and buying rates per foreign 


currency unit in HK$: England 16.202 


—16.10, Australia 13.016—12.757, 
New Zealand 16.202—15.867, United 
States 5.839-—5.755, Canada 5.97— 
5:882, India 1.216—1.205, Pakistan 
1.218—1.204, Ceylon 1.219—1.207, 
Burma 1.216—1.205, Malaya 1.889—— 
1.871. Bank’s selling rates per foreign 


currency unit in HK$: South Africa 
16.236, Switzerland 1.338, Belgium 
0.117, West Germany 1.389. 


The Exchange Banks Association an- 
nounced that beginning Monday, 3rd 
September 1956, rates for purchases 
on Suva, Fiji and South America would 
be the same as those applicable to pur- 
chases on West Africa and the West 
Indies. 


Chinese Exchange: People’s Bank 
Yuan remained at 6.889 per Pound, 
0.427 per HK$, 80.50 per Malayan 
$100, 51.40 per 100 Indian or Pakistan 
Rupees, 58.50 per 100 Swiss Francs, 
and 284.50 per US$100; cash notes 
were quoted HK$1.70 per Yuan. Tai- 
wan Dollar unchanged at 15.65—15.55 
per US$ and 2.74—-2.72 per HK$; cash 
notes were at HK$173—171 per thou- 
sand, and remittance at 165—162. 


Bank Notes: Highest and lowest 
rates per foreign currency unit in 
HK$: England 15.85—15.79, Austra- 
lia 12.56, New Zealand 14.20, Egypt 
15.25, South Africa 15.78—15.65, India 
1.195—1.1925, Pakistan 0.85—0.83, 
Ceylon 1.00—0.99, Burma 0.49—0.475, 
Malaya 1.839—1.838, Canada 6.20— 
6.13, Cuba 4.80; Philippines 1.96—1.93, 
Switzerland 1.38, West Germany 1.39, 
Italy 0.00985, Belgium 0.105, Sweden 
1.00, Norway 0.70, Denmark 0.77, 
Netherlands 1.43, France 0.0144— 
0.0141, Vietnam 0.072—0.071, Laos 
0.073-—0.071, Cambodia 0.0835—0.083, 


Sandakan 1.50, Indonesia 0.196— 
0.194, Thailand 0.275—0.274, Macau 
0.996. 
GOLD MARKET 

Date High .945 Low .945 Macau .99 
Aug. 27  $263%4 262%4 2 

28 = 263 262% Low 27214 

2926314 262% 

30 Holiday 

31-266 26414 277% High 
Sept. 1 265% 264% 


The opening and closing prices were 
$2628 and 265%, and the highest and 


lowest 266 and 2623. Highest and 
lowest in August were 271% and 2603. 
Highest and lowest in August were 
271% and 2603. In line with the US$ 
exchange, the market was steady. How- 
ever, on account of the heavy stock, 
the change over interest was fixed in 
favour of sellers and totalled HK$3.85 
per 10 taels of .945 fine. Tradings 
averaged 15,500 taels per day and 
amounted to 77,500 taels for the week, 
of which 23,640 taels were actual] de- 
liveries (6,240 taels listed and 17,400 
taels arranged). Positions taken by 
speculators averaged 34,200 taels per 
day. Imports came from Macau and 
totalled 14,000 taels. Exports amount- 
ed to 13,500 taels (7,500 to Singa- 
pore, 3,500 to Indonesia, 2,000 to In- 
dia, and 500 to Korea). Differences 
paid for local and Macau .99 fine were 
HK$13.30—12.80 and 11.80—11.70 
respectively per tael of .945 fine. Cress 
rates were US$37.87—87.85 per fine 
ounce; 16,000 ounces were contracted 
at US$37.86 C.LF. Macau. US double 
eagle old and new coins quoted at 
HK$268 and $227 respectively per coin 
and Mexican gold coins at $281.50— 
280.00 per coin. 


Silver Market: 600 taels of bar 
silver were traded at $5.95—5.90 per 
tael; 500 $ coins at $3.82—2.80 per 
coin. 20 cent coins remained at HK$2.92 
—2.90 per 5 coins. 


HONGKONG SHARE 


MARKET 
August 27-31, 1956 
Utilities retained steady demand 
throughout the week with interests 


centred particularly on Trams, Lights, 
Electrics and Telephones; prices of 
these shares firmed up slightly. Yau- 
matis gained $i on Friday when 1,600 
shares changed hands. On the whole, 
fluctuations during the week were 
small; speculative buying at low Jevels 
helped to keep prices from further 
drops., HK Banks recovered $10 to 
1645 after 40 shares were transacted 
at 1635. Buying offers for Wharves 
increased from 88 to 89; 100 shares 
were finally traded at 89.50. Lands, 
Realties, Hotels, Stores, Cottons and 
Amal. Rubbers fluctuated within nar- 
row limits while investment companies 
registered no business. 
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Shares Aug. 24 Last Week's Rates Ups and Downs 
Highest Lowest Closing 

WE Bank  saisee<sss . 1635 n 1650 s 1635 1645 +$10 
Union Ins, .....seeee 1000 n 1000 995 1000 firm 
Wheelock... 8.80 9s 8.75 b 8.90 +10¢ 
HK Wharf ...... 88.50 b 89.50 88 b 89.50 +$1 
HE: Docks: .<..5... 41.75 8 41.50 4l 41.50 steady 
Provident ...... 14 n 14 13.90 13.90 steady 
Land 68 68.50 68 68 steady 
Realty 1.475 8 1.50 s 1.45 b 1.45 steady 
Hotel 15.20 15.60 15.20 15.40 +20¢ 
Trams 24.30 s 24.20 24.10 XD 23.50 steady 
Star Ferry 135 n 135 132 b 135 b steady 
Yaumati scscee. 110 s 111 109 b 111 +$1 
Light (FP) 23.90 24.60 23.90 24.50 +60¢ 
Light (PP) 21.40 22 21.60 22 +60¢ 
Electric ......0: 31 32+ 31.25 31.75 +75¢ 
Telephone (0) 24.80 25.30 25 25.10 +30¢ 
Telephone (n) 23.80 b 24.20 24 24.10 +30¢ 
CGament 6 cesses scans 36.25 36.7 36.25 36.75 +50¢ 
Dairy Farm 15.90 16.10 16 16 +10¢ 
Watson Trerees 12.60 12.70 12.60 12.60 firm 
Amal. Rubber 1.45 1.50 s 1.476 1.50 s steady 
Textile yece. ini 4.25 b 4.40 4.25 b 4.30 steady 
Nanyang i 7.60 n 7.60 5s 7.30 b 7.40 steady 
Monday: The market ruled steady 

with prices fractionally firmer. Busi- 

ness amounted to $710,000. Tuesday: Lands, Hotels & Bldgs. 


Trading continued on a light scale; 
prices however were fractionally bet- 
ter. The turnover amounted to $568,- 
000. Wednesday: The market ruled 
steady and pric2s_ firm. Business 
amounted to $625,000. Thursday: 
Holiday. Friday: The market was 
steady and the turnover amounted to 
$1,380,000. 


CLOSING RATES ON AUGUST 31 


H.K. Govt. Loans 


5% Loan (1934 & 1940), 903, nom. 
© Loan (1948), 90 s. 


Banks 


& S. Bank, 1635 b; 1645 s. 
& S. Bank (Lon. Reg.), £96 nom. 
of East Asia, 240 nom. 


Insurances 


Lombard Ins., 44 nom. 
Union Ins., 1000 b; 1000 sa. 
China Underwriters, 8.80 nom. 


Investment Companies 


Allied Investors, 5 b; 5.10 s. 
Yangtsze Finance, 6.65 nom. 
H.K. & F, E. Invest., 10.60 nom. 


Shipping 


Douglases, 600 nom. 
Indo Chinas (Pref.), 
Indo Chinas (Def.), 35% nom. 
U. Waterboats (Old), 24.10 nom. 
U. Waterboats (New), 23 nom. 
Asia Nav., 1.20 b 1.225 sa. 
Wheelocks, 8.85 b; 8.90 s. 


14 nom. 


Docks, Wharves & Godowns 
H.K. & K. Wharves, 89 b; 89% sa. 


Sh, Hongkew Wharves, 90c nom, 
H.K. Docks, 42 8; 41% sa. 
China Providents, 13.90 b; 14.10 s. 
S'hai Dockyards, 1.05 nom. 

Mining 


Icauo Mines, 34% nom; 
H.XK. Mines, 6¢ s. 


H. & S. Hotels, 15.40 b; 15% s; 1544/.40'sa. 
H.K. Lands, 67%, b; 68 s; 68/67% sa. 


S’hai Lands, 48¢ nom. 


Humphreys, 19.90 b; 20.20 s; 20 sa. 


H.K. 
Chinese Estates, 860 nom. 


Public Utilities 


H.K. 
sa. 
Peak Trams (F. Pd.), 75 nom. 


Peak Trams (P. Pd.); 37% nom. 
Star Ferries, 135 b. 

Yaumati Ferries, 110 b; 112 s; 111 
China Lights (F. Pd.), 24% b; 


2414,/.60/% sa. 
China Lights (F. Pd. 
China Lights (P. Pd.), 22 8; 22 sa. 
H.K. Electrics, 31% b; 81% 
Macao Electrics, 9.30 b. 
Sandakan Lights, 8.90 s. 


8; 32/31% 


Realties, 1.45 b; 1% 8; 1.45 sa. 


Tramways, Ex. Div., 23.60 s; 23.60/% 


5B. 
24.60 8; 


1949 Issue), 24 nom. 


Telephones (Old), 25 b; 25.20 s; 25.80/.10 sa. 
Telephones (New), 24 b; 24.20 s; 24.20 sa. 


Shanghai Gas, 90c nom. 


Industrials 


b; 387 s; 36% 
13 nom. 
1.70 sa. 


Cements, 36% 
H.K. Ropes, 
Metal Industries, 


sa. 


Stores 


Dairy Farms, 15.90 b; 16.20 8; 


16.10/16 sa. 


Watsons, 12.60 b; 12.80 s; 12.60 sa. 


L. Crawfords, 29.30 nom. 

Cald. Macg. (Ord.), 29.90 nom. 
Sinceres, ,1.80 nom. 

China Emporivm, 8.90 nom. 

Sun Co.,- Ltd., 80¢ nom. 

Kwong Sang Hong, Ex. Div., 194 b. 
Wing On (H.K.), 61 b. 


Miscellaneous 


China Entertainments, 17.90 nom. 
International Films, 20¢ nom. 
H.K. Constructions, 4.10 b. 
Vibro Pilings, 18% nom. 
Marsman Investments, 6/- 
Marsman (H.K.), 65¢ nom. 


nom.. 


Cottons 


Ewos, 35¢ nom. 
Textile Corp., 4.30 sa. 
Nanyang Mill, 7.40 s. 


FAR EASTERN 


Economic REVIEW 


Rubber Companies 


Amalgamafed Rubber, 1.45 b; 1% s. 
Ayer Tawah, 1.275 nom. 
Java-Consolidated Estates, 
Langkat, 14% nom. 
Rubber Trust, 1), b. 
Shanghai Kelantan, 82c¢ b. 
Shanghai Sumatra, 3% nom. 
Sungala, “83c su. 


55e nom. 


SINGAPORE SHARE 
MARKET 


(August 18-24, 1956) 


Industrial, Tin and Rubber sections 
had narrow and irregular moments; at 
the close signs of an easing tendency 
were perceptible. 


Robinson & Co. shares moved up to 
$1.574 on the announcement of an 8% 
final and 6% bonus. This is the equi- 
valent of 18% for the year on the 
new capital which at the present price 
gives a yield of 11.4%. Hammer & 
Co., McAlister & Co. & Straits Times 
all had exchanges at $2.85. Gammons’ 
rise to $1.95 attracted sellers and 
Fraser & Neave came back from $1.97% 
to $1.95, Malayan Collieries rose to 
$1.08 buyers, Sime Darby were taken 
at $1.923 and Metal Box at $1.52. 
Straits Steamship were steady at $144, 
Straits Traders at $25 and Wm. Jacks 
moved from $2.75 to $2.80. 


Petalings had business at $3.25 both 
ready and delayed, Rantau were taken 
at $1.45 and $1.46 and Talam Mines 
jumped from $1.85 to $1.923 buyers 
on the publication of the resolution to 
make a 30 cent capital return. 


Kuala Kampar with good outputs and 
a substantial cash backing moved from 
31/6 to 32/6, Austral Amalgamated 
were taken from 16/43 to 16/9 ex the 
1/- dividend and both Lower Perak and 
Laruts had a good turnover at 17/6 
c.c.r. and 7/9 c.d. respectively. 


London supplied Idris Hydraulic at 
7/- and Renong Tin at 11/07 including 
stamp. 


Turnover in the Rubber section im- 
proved. Ayer Panas had business at 
$1.15, Bassett at 45 cents, Benta at $1 
and Glenealy at $1.65 and in each case 
there were buyers over. London sup- 
plied Singapore United at 38/43 and 
Bukit Sembawang at 3/6 and 3/63, in- 
cluding stamp. Mentakab cum the 50 
cent capital return were taken at $1.65, 
Sungei Tukang had business at $1.60, 
Telok Anson at $1.35 and ‘Kluang at 
$1.15 cum 20 cents. 


The loca] loan section was more 
active and British 833% War Loan had 
daily exchanges. 


Western Titanium had business at 
A.8/8 and A.8/9 with buyers unsatis- 
fied, whilst Oil Search fell off to A.16/6. 
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AUGUST TRADE REPORTS 


The Suez Canal dispute stimulated 
prices of gold and US dollar in the 
jocal exchange markets during the first 
half month but brought no immediate 
effects to the local commodity market. 
Shipping companies accepted cargoes 
for UK and Europe as usual and in- 
surance companies did not increase the 
premium for these shipments. Busi- 
nessmen, however, are concerned with 
the possible delay in the settlement of 
this crisis; freight rates for cargoes to 
and from Europe will be further hiked 
if the double charging of ships passing 
through Suez is continued. There will 
also be increases if ships are forced 
to sail around the Cape of Good. Hope. 
Meanwhile, dealers here rushed ship- 
ments to and from UK, US, Europe and 
Japan before the pending increase in 
freight charges on September 1. Im- 
ports from UK and Europe, especially 
of metals, were so heavy that many 
dealers here found it difficult to re- 
deem all the bills which they had plan- 
ned to meet during the next two 
months, In view of the uncertain 
situation and the increased cost of 
most indents, dealers here curtailed 
booking of new supplies during the 
first half month while banks tightened 
credits and cut overdrafts to the mini- 
mum. As a result, importers’ with 
heavy stock but little cash on hand 
liquidated their holdings at low prices 
which attracted speculative buying as 
well as orders from SE Asia, China and 
Japan. Demand from Japan for steel 
plate and bars was particularly strong 
while orders from Korea for paper ab- 
sorb2d available supplies of many popu- 
lar items. This development encou- 
raged importers to order more sup- 
plies from UK, US, Europe and Japan 
during the second half month; large 
quantities of metals and paper were 
booked because they realized that 
prices for these indents would not de- 
cline in the immediate future. With 
the approach of Mid-Autumn Festival 
(September 19), sundry provisions at- 
tracted more orders from SE Asia and 
local retailers. 


China Trade: Japanese _ business- 
men in Peking concluded with authori- 
ties there contracts amounting to £4 
million covering Japan’s purchase of 
soya bean, maize, cashmere, leather, 
wool, woodoil and China’s imports of 
woollens, rayon, silk, sugar, watches, 
bicycles, scientific instruments. China’s 
purchases also included 200 units of 
Canon cameras of the latest model com- 
plete with attachments and accessories 
at Y118,000 per unit, 4,000 tons of 
cement at US$18.30 per ton fob and 
1.1 million square yards of nylon tex- 
tiles. The first cement order for 3,000 
tons booked last month was shipped to 
China on August 9. In addition, Pe- 
king offered to buy sugar from Japan 
at US$120 per ton cif. Japanese 
sugar exporters asked for $130. If an 


agreement is reached, the order will 
amount to 100,000 tons of granulated 
sugar a year. From UK, China en- 
quired for 300,000 British watches and 
bought 63 Humber cars, 12 million am- 
poules streptomycin, and 12 million 
ampeules penicillin. To Egypt, China 
shipped 500 tons rolled steel and pro- 
mised to supply 250 automatic looms 
and 4,200 spindles, At the request of 
Cairo, Peking paid for recent cotton 
purchases in Swiss francs instead of in 
sterling. On August 22, Peking de- 
posited 20 million Swiss francs (about 
US$4.7 million) with Egypt’s account 
in Swiss banks. For exports to Egypt, 
Peking agreed to accept payments in 
Egyptian currency. A Chinese com- 
mercial representative’s office was es- 
tablished in Lebanon. Under the trade 
agreement signed with Lebanon last 
year, China will export iron and steel 


products, machine tools, telecommuni- 
cations equipment chemicals, raw 
materials, medical appliances, cotton 


yarn and cloth, handicrafts; Lebanon 
will send sugar, tobacco, olive oil, gunny 
bags and vessels to China. The Chin- 
ese Trade Mission to the Netherlands, 
entered into trade negotiations with 
150 enterprises there; details of these 
negotiations were not known. From 
Denmark, China ordered US$1.6 million 
worth of railway maintenance equip- 
ment. Through HK, China shipped 
large quantities of staples and light 
industrial products to Burma, Thailand, 
Indonesia, Singapore & Malaya. Tran- 
shipments of China staples to Japan 
further increased. A trial shipment of 
600 tons of Chinese rice was sent direct 
to Kuala Lumpur and sold at M$24.50 
per picul—cheaper than Malayan rice 
which was sold at $25.25 per picul. 
Thai rice (first grade at $32 per picul) 
used to dominate the Malayan market 
but has now Jost its popularity under 
keen competition from Chinese rice. 
China also sold 60,000 tons of rice to 
India; shipments will be made before 
end of November. To the local mar- 
ket, China continued to send large 
quantities of canned food and other 
foodstuff but did not supply popular 
staples such as beans and oilseeds. To- 
wards end of August, supply of live 
hogs was interrupted due probably to 
the recent flood in SE China. From 
the local market, Peking made selec- 
tive purchases of metals and _ phar- 
maceuticals when prices were low. 
Over the border, Communists paid $15 
for a 5-gallon can of kerosene smug- 
gled there from the New Territories 
(local retail price—$7.20 per 5-gal). 
It was also rumoured but not confirm- 
ed that China was buying wheat flour 
from the local market for shipments 
to Laos. 


Japan Trade: In addition to large 
shipments of sesame, beans and other 
staples, Japan bought 560,000 tons of 
Kailan coal from China (at US$8.54 


per ton fob); shipments’ will begin 
September. With special “permission 
from US, Japan sold _ substantial 


819 
quantities of galvanized iron, tin 
plate, steel and 40 wooden vessels 
to China. Tokyo businessmen were 


considering to negotiate with Peking 
for the 4th Annual Trade Agreement 
for about £42 million worth of trade 
each way. Japan’s trade with China 
for first half year totalled £22.3 mil- 
lion representing an increase of 30% 
over that for the same period last year. 
Tokyo estimated that the value would 
reach £45 million by year-end. With 
SE Asia, Japan continued to promote 
more direct trade. Trade negotiations 
with South Vietnam and Cambodia will 
be opened soon. The pending increase 
in freight rates will actually help Japan 
in her exports of fertilizers and other 
items to SE Asia because increased 
freight cost for Japanese fertilizers to 
Indonesia, HK, Singapore, Thailand, 
Burma, South Vietnam and India is still 
lower than that for shipments from 
Europe which is much farther away 
than Japan. Leading exporters in 
Japan received enquiries from Egypt 
for Japanese consumer goods. Taking 
advantage of the Suez crisis, Japan 
decided to permit deferred payments by 
Egypt for all her purchases (except 
that of iron and steel products) from 
Japan. Tokyo hopes to write off her 
trade «debts to Egypt amounting to 
US$8 million, accumulated from im- 
ports of cotton and phosphate rocks 
from, Egypt, instead of payment in 
cash as stipulated under the open ac- 
count system. To the local market 
Japan continued to ship substantial 
quantities of sundries, textiles, cement, 
and paper. Purchases made from 
here covered chiefly scrap iron, steel 
plate, steel bars and iron ore; during 
the month, expoxts of these items ex. 
ceeded 20,000 tons. Purchases of China 
Pe ae were limited by low — stock 
ere, 


Trade with UK: Cargo movements 
between HK and UK remained very 
active throughout the month; imports 
from UK exceeded 20,000 tons and ex- 
ports totalled 12,600 tons. Black plate, 
mild steel round bars, galvanized iron 
pipe, iron wire, steel plate, woollen 
yarn, textiles, and industrial chemicals 
constituted the major portion of im- 
ports from UK. There were also about 
80 motor cars and substantial quanti- 
ties of canned food. Exports included 
3,000 tons textiles, 1,500 tons rubber 
footwear, 500 tons plastic products, 
113 tons woodoil in drum and several 
shipments of bamboo stick, preserved 
ginger, torch, gloves and other HK 
menufactures. Towards end of month, 
dealers here booked more mild _ steel 
round bars and stee] plate from UK. 


Trade with- US: Shipments to and 
from US were also active. Imports 
totalled 3,500 tons consisting chiefly of 
fruits, textiles, canned food and other 
foodstuff, blackplate, paper, tobacco 
leaves, electric appliances; export of 
HK manufactures to US exceeded 
9,000 tons. Towards end of month, 
Washington added following items to 
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the list of exports which can be ship- 
ped here without an individual export 
licence; certain types of cloth, druggist 
sundries, pillows of foam rubber and 
various other foam rubber articles, cer- 
tain synthetic textiles, yarns and fibre, 
domestic stoves and heaters, wood- 
working machine and parts, prepared 
fertilizer mixtures, floor tiles of vinyl 


and vinyl asbestos, certain industrial 
equipment and machines. Dealers here 
curtailed booking from US_ during 


second half month after the Suez crisis 
had stimulated US exchange rates to 


new highs (US$1 to HK$6.215 on 
August 7) making US imports more 
expensive than supplies from other 
sources. 


Europe Trade: Imports from Europe 
totalled 12,000 tons including 1,500 
tons of fertilizer, over 5,000 tons of 
metals, and substantial quantities of 
paper, textiles, electric appliances, 
polystyrene moulding compound, food- 
stuff and beer. Demand from Europe 
for China produce was sel2ctive (cassia 
lignea, feather, ginger, etc.) and show- 
ed a weak tendency. Exports, total- 
ling 6,000 tons, consisted chiefly of HK 
manufactured plastic products, enamel- 
ware, gloves, shirts, etc. During 
second half month, dealers here booked 
more paper, metal and textiles from 
European countries in spite of the in- 
creased indents and uncertain Suez 
situation; local businessmen believed 
that prices would go further up in 
European markets. 


Indonesia Trade: On August 65, 
Djakarta announced that no more im- 
port licence would be issued or appli- 
eation for foreign exchange granted as 
a temporary measure to check the fall 
in foreign currency reserves. To sti- 
mulate exports, Djakarta granted sub- 
sidy (20% to 30% of export value) for 
30 different products including rubber, 
sugar, coffee, tea and copra. This sub- 
sidy is paid to exporters in foreign cur- 
reney with which exporters are allowed 


to import technical supplies, bicycle 
tyres, canned goods, metals, textiles, 
photo supplies and stationery. How- 


ever, the volume of Indonesia’s exports 
was far too small compared with her 
import requirements and dealers there 
found it difficult to earn enough ex- 
change from exports to finance imports. 
Prices of imported commodities ad- 
vanced in Djakarta and finally on 
August 15, Djakarta announced that 
beginning September 1, the Foreign Fx- 
change Bureau would be reopened to 
accept applications for import licence 
and exchange. Djakarta also proclaim- 
ed that preferential foreign exchange 
allocation would be granted and surtax 
reduced for imports of some factory 
materials and that new restriction 
would be imposed on imports of nun- 
essentiai industrial products. Shipments 
from here to Indonesia during the 
month remained active consisting maiti- 
ly of HK manufactures covered by 
old licences. Towards end of month, 
one order absorbed 6,000 pieces of grey 


cloth from the local market. There 
were also more enquiries from Dja- 
karta during the last week for under- 
wears and other HK products. Mean- 
while, Indonesia signed a trade agree- 
ment with Russia under which Indo- 
nesia will export rubber, copra, tobacco, 
coffee, tea, pepper, palm oil, sugar etc. in 
exchange for Russian oil drilling equip- 
ment, tractors, trucks, passenger buses, 
electric engines, iron and steel, chemi- 
cal products and pharmaceuticals. In 
addition, Russia will grant loans to 
Indonesia at an interest of 2.5% per 
annum and will render technical as- 
sistance to help Indonesia’s industrial 
expansion. 


Thailand Trade: Exports to Thailand 
consisted chiefly of HK manufactured 
steel products, paint and enamelware; 
Chinese paper, sundry provisions, porce- 
lain ware, joss stick and cement; 
Japanese textiles, sundries, cotton 
blankets, metals, electric appliances and 
rayon yarn. Towards end of month, 
local banks discouraged D/P shipments 
to Bangkok due to the tight money 
situation there. Imports of rice starch, 
oil seed, timber and other staples from 
Thailand remained substantia] through- 
out the month but the volume of these 
shipments lagged far behind exports 
to Bangkok. 


Korea Trade: With the allocation of 
more foreign exchange in Seoul, im- 
porters there sent orders to HK for 
paper, HK manufactured wheat flour, 
metals, etc. Purchases during’ the 
first half month, however, were handi- 
capped by low buying offers- parti- 
cularly when replenishment cost con- 
tinued to advance. Seoul later in- 
creased buying offers and as a result, 
shipments to Pusan during second 
half month increased. Demand for 
paper was so strong that several items 
were completely sold out before end of 
month. 


Singapore & Malaya: Singapore and 
Malaya sent trade delegates to Peking 
to sell rubber. The delegates will also 
find out what China wants and will 
examine such technical difficulties as 
supply, transport and payment. Singa- 
pore now has a 10 to 1 adverse balance 
of trade with China and the delegates 
hope to sell enough rubber to balance 
the trade. Meanwhile, there was an 
un®xpected increase in exports of Chin- 
ese staples and products from _ here 
to Singapore; Chinese textiles, canned 
food, paper, fruit, sundries and other 
light industrial products constituted the 
major portion of over 15,000 tons of 
exports to Singapore and Penang dur- 
ing the month. Imports from Malayan 
ports included firewood, charcoal, 
lumber, soap, canned food, coconut oil, 
duck feather, rubber, seafood and sea- 
shell. 


The Philippines: Barter trade _ be- 
tween HK and Manila continued under 
old licences. .The Philippine Consulate 
here told HK exporters that consular 


FAR EASTERN 


ECONOMIC REVIEW 


invoices were processed on their merits 
and not on the influence of anyone in- 
side the Consulate. Local exporters 
were urged not to pay fees other than 
those prescribed by Philippine govern- 
ment. The Consulate’s move followed 
complaints that “fixers and brokers” 
had been telling ignorant exporters 
that they had “friends” inside the Con- 
sulate who could expedite documenta- 
tion of their invoices. To prevent 
Communist goods from entering the 
Philippines as HK products, Manila re- 
quired that all shipments of HK manu- 
factured goods and re-exports from 
here to the Philippines must be cover- 
ed by consular invoices certifying the 
origins of these products. 


Cambodia, Vietnam & Laos: Cam- 
bodia and Laos sent here over 1,200 
tons of scrap iron and large quantities 
of cotton, beans, sesame, lotus seed, 
maize, duck feather and kapok. Ex- 
change earned from these exports en- 
abled traders there to buy Japanese 
and Chinese products as well as HK 
manufactures from the local market in 
addition to purchases made with US 
aid funds. Exports to these two states 
exceeded 2,000 tons and _ consisted 
chiefly of textiles, wheat flour, garlic, 
metals, paper, hurricane lantern, elec- 
tric appliances, radio, sewing machines 
and tea. Cambodian importers recent- 
ly found that their purchases from 
Japan were sometimes much more ex- 
pensive than those from HK; as a 
result, more orders reached here for 
textiles, cement, metalwa:e and other 
HK manufactures. Phnompenh, how- 
ever, curtailed purchase of Chinese 
products from HK because such imports 
could be obtained direct from China 
under the China Aid Programme. 
Phnompenh also negotiated with Bang- 
kok for the transhipment of Chinese 
aid supplies via Thailand to Cambodia 
because Saigon-had refused to permit 
such shipments to pass through South 
Vietnam. Saigon’s purchases from 
here with US aid funds were limited 
to HK manufactures. However, Sai- 
gon permitted imports of Chinese medi- 
cinal herb from here on barter basis. 
Saigon also allowed imports of canned 
food and other consumer goods financed 
with self-provided foreign exchange. 
Towards end of month, Saigon gtanted 
licences for imports financed with self- 
provided foreign exchange amounting 
to several million HK dollars from 
areas including HK. Enquiries reach- 
ed here covered canned food, wheat 
flour, cloth, yarn, chemicals, paper and 
sundry provisions. 


Taiwan Trade: From the local mar- 
ket, Taiwan .bought only selective items 
of metals, chemicals and pharmaceuti- 
cals. Imports from Taiwan were very 
active; about 3,000 head of live hogs, 
1,400 tons of sugar and_ substantial 
quantities of citronella oil, tea, -fea- 
thers, camphor tablets, textiles, food- 
stuff and other staples reached here 
from Taiwan during the- month. 
Dealers here enquired for more hogs 
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from Taiwan particularly after the 
supply from China was curtailed as a 
result of recent flood in SE China. In 
view of the steady demand for Taiwan 
staples in the local market, exporters 
and manufacturers there are planning 
to set up a Taiwan Products Company 
in HK to facilitate and regulate sup- 
plies to the local market. These busi- 
nessmen also plan to establish a trading 
-centre here to promote the export of 
Taiwan products via HK. Taipei 
further announced that an_ interna- 
tional trade centre would be set up to 
promote exports; the centre will con- 
duct foreign market surveys, study 
eredit system, supply information on 
trade at home and overseas and sponsor 
exhibitions. With Japanese business- 
men, Taipei officials were negotiating 
for imports during 1957, of chemical 
fertilizers from Japan in exchange for 
Taiwan rice. With Manila, Taipei dis- 
eussed the signing of a trade protocol 
covering exports of camphor, rice, poul- 
try products, vegetables, ete. in ex- 
change for Philippine lumber, iron ore, 
abaca and copra. To SE Asia, Taiwan 
offered rubber products, stationery, 
electric fans, canned food, soap, sew- 
ing machines, toothbrushes and _ tooth- 
paste, plastics, gourmet powder, medi- 
cines, fluorescent lamps, brown sugar, 
camphor, underwears, sport shirts, alu- 
miniumware, harmonica and_ shoe 
polish. T$3 million were earmarked 
to subsidize exports to SE Asia be- 
cause market prices in this area are al- 
most 20% lower than prices in Taiwan. 
To attract overseas capital for her 
industries and to promote her tourist 
trade Taipei was considering to relax 
control over the granting of entry 
permits to businessmen, overseas Chin- 
ese and tourists. 


India & Pakistan: Green peas and 
cassia lignea were principal exports to 
India. Dealers here ordered shellac 
‘from India but did mot book Indian 
yarn. Exports to Pakistan were in- 
significant but imports of Pakistan 
yarn were heavy because price was 
cheaper than HK yarn. Pakistan cut 
export duty on cotton but cif HK price 
was still higher than supply from US. 
Towards end of month, new indents for 
Pakistan yarn were marked up while 
prices for HK products pegged down: 
gnpsris of yarn from Pakistan slowed 

own. 


Burma & Ceylon: In spite of the in- 
creased imports of Burmese rice, HK 
exports to Burma were still restricted 
to small quantities of old newspapers, 
wheat flour, and Chinese products such 
as joss sticks, cereals, edible oils and 
eanned food. Orders for felt hats, 
textiles, watch band and _ plasticware 
reduced hkecause Rangoon turned to 
Japan and China for these items. To 
attract US investments in Burma’s 
industries Rangoon now allows inves- 
tors to send capital there by shipping 
consumer goods to Burmese markets. 
This development and the increasing 


flour, 


volume of China-Burma trade will fur- 
ther cut shipments of such items as 


textiles, electric appliances, canned 
food, - metalware, plasticware,  sta- 
tionery, etc. from here to Burma. Ex- 
ports to Ceylon consisted chiefly of 


dried chilli, garlic, green pea, enamel- 
ware and textiles. During the month 
over 3,000 tons of cargo accumulated 
from the previous month were shipped 


out. Imports from Ceylon (tea and 
other staples) remained insignificant. 

Africa Trade: West and North 
Africa increased purchases of HK 
manufactures but exports to South 
and East Africa declined. Imports 


came mainly from East Africa and con- 
sisted chiefly of cotton, groundnut oil, 
ground kernel, tobacco leaves, ivory 
and fruits. HK products which enjoy 
popular demand in Africa _ included 
enamelware, hurricane lantern, pres- 
sure lamps, torch, rubber footwear and 
textiles. 


Ryukyus: Okinawa provided steady 
demand in the local market for wear- 
ing apparel and daily necessities, wheat 
structural steels and_ building 
materials. Manufacturers here are 
organizing a trade delegation to 
Okinawa to promote sales of HK pro- 
ducts. 


Australia: Exports to Australia 
were restricted to small quantities of 
woodoil, textiles, vacuum flasks, rattan 
furniture, and gloves. Imports con- 
sisted mainly of wheat flour, frozen 
meat and dairy products. 


North Borneo: HK cement and 
structural steel were principal items in 
exports to North Borneo. Imports in- 
eluded coconuts,- coconut oil, rattan, 
firewood, logs and sawn timber. 


Egypt Trade: Egypt is no longer 
within the Sterling transferable area; 
all payments from or to the sterling ac- 
counts of residents in the Egyptian 
Monetary Area are now subject to ex- 
change control. 


China Produce: Demand from 
Japan, SE Asia and Europe for China 
produce was steady throughout the 
month but interests were centred on a 
few popular items. Supply from China 
remained uncertain; Peking sent here 
more industrial products than staples. 
In the case of-beans and~ oilseeds, 
Peking shipped direct to Japan and 
other markets. Imports of popular 
staples such as groundnut , kernel, 
bristles, etc. were restricted to smail 
quantities which: China could spare 
after her commitments to other mar- 
kets. Dealers here therefore ordered 
more oilseeds and other staples from 
Cambodia, Vietnam, Thailand, Africa, 
Taiwan and other sources to meet the 
demand in the local market. Stems 
such as Chinese bristles were shipped 
here from Europe because prices there 
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were cheaper than those offered by Com- 


munists to the local market. Trading 
on the whole was active. Maize of 
Thai and Cambodian origins enjoyed 


steady demand from Japan. Sesame of 
Thai origin advanced on increased cost 
and speculative buying but later de- 
clined when Japan favoured Vietnam- 
ese products which were offered at 
low pYic2s. Cassia lignea registered 
very active trading throughout the 
month with orders from India, Europe, 
Africa, Pakistan, UK, West Germany, 
Japan and Persian Gulf ports. Caneda 
and Taiwan favoured broken cassia. 
Thai green peas were very firm on de- 
mand from India, Japan and Ceylon. 
Chinese garlic and dried red chilli re- 
tained keen interests from Singapore, 
Malaya, Ceylon, Thailand, Cambodia 
and Indonesia. Dealers here ordered 
1,000 tons’ of gypsum from China to 
meet the demand from Taiwan, Malaya, 
Cambodia, Singapore and Thailand. 
In addition to the above, Europe also 
favoured mustard seed, aniseed star, 
camphor oil, p2ppermint oil, camphor 
tablets, aniseed oil, cassia oil, woodoil, 
teaseed oil, turpentine, raw silk, fea- 
thers, and honey; Japan interested in 
hemp seed, groundnut kernel, woodoil, 
silk waste, jute, rosin, bee wax, ani 
aniseed oil; Taiwan in bitter almond, 
woodoil, taleum, porcelain clay and 
alum; Singapore and Malaya in ground- 
nut kernel, groundnut oil, menthol ery- 
stal, soya bean, red bean and green 
bean; UK in bamboo sticks, frozen egg 
yolk, and menthol crystal. 


Metals: Large . quantities of mild 
steel round bars, steel plate, black 
plate, tinplate and other items arrived 
from UK, US, and Europe during the 
month. Tight money situation among 
metal dealers brought about liquidation 
of several items. Prices in the local 
matket during the first half inonth 
were generally lower than new indents 
which had been marked up on account 
of advanced cost and increased freight 
charges. China, Japan, Korea and SE 
Asia made selective purchases when 
prices were low. This development 
stimulated prices here and encouraged 
dealers to book more supplies from UK, 
US and Europe at indents much higher 
than local market prices; one indent 
was for 3,000 tons of steel bars from 
Europe. Mild steel round bar and 
steel plate were two ieading items in 
the local market throughout the month. 
Round bars were absorbed by China, 
Japan, Thailand, Cambodia, Indonesia, 
Korea and steel bars by China, Japan, 
Taiwan, Cambodia and Thailand. Ex- 
ports to Japan included 7,000 tons of 
iron ore and over 5,000 tons of scrap 
iron. More iron ore will be shipped to 
Japan in September but orders for 
scrap iron slowed down towards end of 
month because US had offered tu supply 
Japan with 1.8 million tons of scrap 
this year. In addition to round bars 
and steel plate, China also bought gal- 
vanized iron pipe, steel box strapping, 
and black plate. 
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Paper: The market was quiet at 
the beginning of month because buying 
offers from Korea were too low to in- 
terest local dealers who had to re- 
plenish supplies at prices much higher 
than local market quotations. The fact 
that market prices were lower than new 
indents attracted orders from SE Asia 
for Japanese and Chinese goods and 
forced Seoul to mark up buying offers 
for newsprint and other items. Trad- 
ing improved and Korea remained the 
number one buyer for paper purchas- 
ing 500 tons of newsprint in ree!, 7,000 
reams woodfree printing, 4,000 reams 
m.g. white sulphite, 3,000 reams tians- 
parent cellulose paper, 1,000 reams 
glassine and 500 reams aluminium foil. 
Demand from SE Asia included orders 
from Cambodia for newsprint in ream, 
woodfree printing, m.g. ribbed krait, 
manifold; from South Vietnam for art 
printing, woodfree, m.g. ribbed kvrafi, 
manifold, tissue, cigarette paper; from 
Thailand for newsprint in ream, wood- 
tree printing, poster, m.g. ribbed kraft, 
transparent cellulose paper, flint; from 
Indonesia for m.g. cap, transparent 
cellulose paper, glassine and_ tissue. 
Local demand for above items was also 
steady throughout the month.. Dwind- 
led stock and more enquiries from 
Korea and SE Asia encouraged dealers 
here to book more duplex board, wood- 
free, newsprint, kraft paper, cigarette 
paper, transparent cellulose paper and 
other items from Japan, Europe, US 
and China. Towards end of month, 
Korea bought 700 tons of newsprint 
in ree] from Japan direct while China 
cut supplies to the local market and 
increased direct shipments to SE Asia. 


Industrial Chemicals: 
bodia, Korea and local 
vided selective demand. 


Taiwan, Cam- 
retailers pro- 
Prices were 


firm on increased cost and sh'pping 
charges. The uncertain and _ irregular 
demand from various. sources dis- 


courage dealers here from committing 
themselves to large replenishments. 
Demand from Cambodia covered ultra- 
marine blue, iron oxide, lead oxide, 
formalin, chrome alum, tanning ex- 
tract, and caustic soda; orders from 
Taiwan were for gum arabic, shellac, 
earbolic acid, stearic acid and petro- 
latum; while Korea was interested in 
caustic soda, soda ash, sulphuric acid 
and sodium cyanide. China enquired 


for gum arabic but no business was 
concluded. 


Pharmaceuticals: There were more 
enquiries than orders from SE Asia and 
Taiwan because many popular items 
were short in stock. Dealers, however, 
did not rush to book new supplies be- 
cause overseas demand was still un- 
certain; most dealers have curtailed 
their activities to the volume of local 
business which they could retain. Over- 
seas demand included enquiries from 
‘aiwan for aspirin powder, phenacetin, 
dihydrostreptomycin, penicillin, PAS, 
sulfonamides, clinical thermometer, ex- 
tract ergot, calomel, gum acacia, sali- 
cylic acid, caffeine sodium benzoate 


and potassium iodine; from SE Asia 
for quinine, aspirin, phenacetin, dihy- 
drostreptomycin, penicillin tablets, sul- 
fonamides, antiyprin, santonin crystal 
and atebrin tablets. 


Cotton Yarn: Under keen competi- 
tion from Pakistan yarn, local mills 
struggled to keep prices from tumbling 
but without much success. Towards 
end of month prices of HK yarn of 
20’s and Pakistan products were nearly 
on the same level. The marked-down 
quotations for HK yarn attracted orders 
from Indonesia, Philippines, Korea and 
Cambodia. Many local mills increased 
production of fine yarn and cut output 
of 20’s. 


Cotton Piece Goods: HK grey cloth 
retained steady demand from UK, Cam- 
bodia, Vietnam, Indonesia and local 
processing mills. Indian grey sheeting 
was favoured by the Philippines. Indo- 
nesia also bought 5,000 pieces of 
Chinese grey cloth. South Vietnam 
also favoured Japanese white shirting. 


Tussah Silk Pongee: India and 
Europe provided steady demand for 
Honan tussah silk pongee while Persian 
Gulf countries favoured Kwangtung 
silk pongee. 


Rice: In spite of large imports from 
Thailand, Burma and other sources, 
prices in the local market continued 
to rise throughout the month under 
speculative buying. Towards end of 
month, however, when Government 
started to investigate the reported 
hoarding of over 100,000 bags by 
speculators, prices eased. Thai indents 
also dropped. 


Wheat Flour: HK _ products were 
marked up on account of the increased 
cost of wheat and the pending increase 
in freight rates. Demand from Cam- 
bodia, Vietnam, Korea, Burma and 
Singapore for HK flour was strong. Im- 
proved local demand (from moon cake 
shops) kept prices of imported brands 
steady. Canadian and American ‘flou 
also stiffened on increased cost and 
higher US dollar rates. 


Sugar: Taiwan sugar was first stimu- 
lated by speculative buying but when 
supply continued to arrive from Taiwan, 
price eased. Japanese sugar was kept 
steady by advance in indents. Philippine 
brown first eased under heavy stock 
but later improved when China bought 
3,000 tons from the local market. 
Philippine malt sugar firmed on low 


stock. Taikoo granulated retained 
steady demand from. local retailers 
and SE Asia. 

Sundry Provisions: Demand from 


Cambodia, Vietnam, Burma, Thailand, 
the Philippines, Indonesia, Singapore 
and Malaya for sundry provisions im- 
proved with the approach of the Mid- 
Autumn Festival. Popular items in- 
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seed, mushroom, black 
moss, red date, lotus nuts, lily bulb, 
ginkgo, vermicelli, bean stick, dried 
lichee, walnut meat and apricot ker- 
nel. Prices were generally steady but 
lotus nuts, lily bulb and apricot kernel 
were depressed by heavy supply. 


Cement: Inspite of the fact that 
China is buying cement from Japan 
to meet her domestic demand, Ch nese 
cement continued to compete with 
Japanese cement in the local market. 
Green Island cement remained firm on 
steady local demand and orders from 
SE Asia. 
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COMMODITY PRICES ON AUGUST 31 
CHINA PRODUCE 


Aniseed Star—Kwangsi, 2nd quality, 
$75 picul; Kwangtung, $68; Haiphong, 


$61 Rice Bran—Philippine, $23.30 
picul. Camphor Tablet—Taiwan, $5 
per 1-lb box; HK, $3.30. wassia 
Lignea—K wangtung/Kwangsi, $53.50 


picul or £71 per long ton c & f North 


Africa, Cassia, Broken—l1st quality, 
export packing, $44 picul. Dried Al- 
bumen—Tientsin, $6.30 pound. Frozen 


Hen Yolk—North China, £360 per ton 
ec & f Europe. Frozen Hen Egg, Whole 
—North China, £210 per ton c & f 
Europe. Salted Liquid Hen Yolk— 
(Sodium Benzoate), £360 per tone & 
f Europe. Feather—Duck, HK, N.N. 
85%, $490 picul. Hen, South China, 
10d per pound ec & f Europe. Goose, 
HK, GGS, 90%, 7s per lb c & f Europe. 
Garlic (untoasted)—-Kwangtung, 2nd 
quality, $110 per quintal; Pakhoi, $90; 
Shanghai, Ist, $90. Gypsum—Hupeh, 
white, $8.70 picul. Realgar—Hunan, 
A grade, export quality, $68 picul. 
Talcum—Kwangsi, $1860 per metric 
ton. Hog Bristle—Chungking, No. 4, 
black, 10s 74d per lb ec & f Europe. 
Tientsin, No. 26, black, 22s 8d c & f 
Europe. North-East China, 24”, white, 
17s pound c & f Europe. Ramie— 
Waste flax, North China, 2nd grade, 
£60/5/0d per metric ton cif Japan. 
Raw Silk—Shanghai, white steam 
filature, 20/22 denier, AAAA grade, 
$3,275 picul; A grade, $3,212; F grade, 
$3,134 picul. Canton, white steam 
tilature, 20/22 denier, AAAA_ grade, 
$8,105 picul; A grade, $3,045; F grade, 
$2,963 picul. Canton, steam filature, 
natural, 20/22 denier, $2,587 picul; 
50/70 denier, $2,090. Rosin—South 
China, ist grade, $107 per quintal; 2nd 
grade, $105.50. Dried Red Chilli— 
Hunan, £114 per metric ton cif Colom- 
bo. Sian, $66 picul. Hemp Seed—Kwei- 
chow, large, $1,450 per metric ton. 
Linseed—Indian, $59 picul. Castor 
Seed—Pnompenh, £57 per metric ton 
e & f Japan, Sept. forward. Sesame 
—Thai, black, $62.50 picul. South 
Vietnamese, brown, $54.50 picul. Silk 
Waste—Antung, tussah, bleached, AA 
grade, $5.35 per kilo c & f Japan; A 
grade, $5.09 per kilo ec & f Japan. Silk 
Wadding—Shanghai, $38.50 per kilo. 
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Spun Silk Yarn—Shanghai, 210/2, 
$2,081 per case of 50 kilos; 120/2, 
$2,269 per case of 61.7 kilos. Aniseed 
Oil—Kwangsi, in drum, $1,360 per 
picul ex-godown or 13s per lb c & f 
Europe. Haiphong, in drum, $1,260 
picul ex-godown. Camphor Oil—Tai- 
wan, refined, in drum, $170 per picul. 
Kwangsi, crude, in drum, $150 picul. 
Cassia Oil—Kwangtung/Kwangsi, 80/ 
85% in drum, $1,330 per  picul ex- 
godown or 12s 9d per lb c & f Europe. 
Haiphong, in drum, $1,250 picul ex- 
godown. Citronella Oil—Taiwan, Sept. 
forward, $4.70 pound. Peppermint Oil 
—Shanghai, $24.50 -pound. Taiwan, 
$12.50 pound. Teaseed Oil—2% FFA 
in bulk, £160 per long ton c & f 
Europe. Turpentine—South China, 1st 
grade, £74 per long ton ec & f Europe. 
Woodoil (refined)—-Chinese, in bulk, 
$2,850 per long ton, ex-Kowloon Rail- 
way Station, Sept. forward. Chinese, 


in drum, £210 per long ton c & f 
Japan, Vietnamese, in bulk, $159 
picul, 2-week forward. Fluorspar— 


Chekiang, 80%, $175 per metric ton. 
Bee Wax—Kwangsi, £448 per metric 
ton c & f Japan. Honey—South China, 
1st quality, £129 per metric ton c & f 
Europe. Galangal—Kwangtung, 3rd 
quality, $21 picul. Dried Ginger— 
Kweichow, $147 picul. Hop Seed— 
Northwest China, $42 picul. Kapok— 
Hainan Island, 1st quality, $210 picul. 
Maize—Pnompenh, yellow, Sept. for- 
ward, $24.50 picul. Thai, yellow, 2- 
week forward, $24 picul. Menthol 
Crystal—Shanghai, Sept./Oct. forward, 
44s per pound c & f Europe. Porce- 
lain Clay—HK, $130 per ton cif Tai- 
wan. Groundnut Oil—African,  re- 
fined, odourless, $149 picul; Tsingtao, 
drum excluded, $127 picul; Shanghai, 
$130 picul; Bombay, Ist. $144 picul; 
Thai, new, $148 picul. Black Bean— 
Shanghai, $60 picul. Tientsin, medium, 
$39 picul. Thai, old stock, $27 picul. 
Red Bean—Tientsin, $53 picul. Viet- 
nam, $37 picul. Green Bean—Shan- 
tung, $47 picul. Soya Bean—Dairen, 
1955 crop, $48.70 picul. Thai, $38.50 
picul. Green Pea—Mingkwong, mixed, 
$36.50 picul. Middle East, $31 picul. 
Pea—Central China, £30 per long ton 
¢c & f Europe. Groundnut, shelled— 
Tsingtao, FAQ, $92 picul. Pnomnenh, 
small, $64 picul, Sept. forward. Philip- 


pine, brown, $70.50 picul. Rosin— 
South China, 1% = grade, $107. per 
quintal; 2nd grade, $105.50. 
PAPER 
Aluminium Foil—UK, 60 gr, 22-lb 


ream, 20” x 26’, thick, golden colour, 
$86 per ream. Dutch, German or Aus- 
trian, 60 gr, 28-lb ream, thick, silver 
eclour, $62 per ream. Cigarette Paper 
(in ream)—20” x 30”, 23/24 gr—UK, 
$15 ream; US, $20.50; Austrian, 
$14.50; Japanese, $14.20; French, 
$13.80 ream. Transparent Cellulose 
Paper—30 gr, 36” x 39”—UK, $81 
ream; Japanese $73; Italian, $82; 
Swedish, $79; Belgian, $80 ream. M.G. 


Cap—White—Japanese, 22/23 gr, 173- 
lb ream, 25” x 44’, $11.40 ream; Chin- 
ese, similar quality, $8.80 ream. 
Chinese, 13.8 kilos per ream, 31” x 
43”, $14.10 ream. Coloured, 22 gr, 
174-lb ream, 25” x 44’—Continental, 
$12.80 ream; Japanese, $9.40; Chinese, 
$9.80 ream. M.G. Pure White Sulphite 
—Cont, 34 gr, 40-lb ream, 35” x 47”, 
$28.50 ream; 50/90 gr, 60/100-lb ream, 
68c per pound. M.G. White Sulphite— 
Czech or German, 40 gr, 47-lb ream, 
35” x.47”, $31 ream. M.G. Pure Rib- 
bed Kraft—Austrian, 39 gr, 46-lb 
ream, 35” x 47’, $30.50 ream; Japa- 
nese, similar quality, $28.50 ream. 
Japanese, 33/34 gr, 39/40-lb ream, $25 
ream. M.G. Ribbed Imitation Kraft— 
Cont, 60/150 gr, 75/160-lb ream, 35” x 
47”, 70c per lb. Woodfree Printing— 
31” x 43”—Austrian or Dutch, 60 gr 
and over, 57/60-lb ream, 80c per lb; 
90/100 gr, 90/100-lb ream, 762c per 
pound. Japanese, 60/100 gr, 57/100-lb 
ream, 67c pound. Chinese, 60/90-lb 
ream, 65c pound. Manifold Paper—22” 
x 384’, white—Swedish or Norwegian, 
30 gr, 16-lb ream, superior quality, $16 


to $17 ream. Chinese, 30 gr, 16-lb 
ream, $9.70 ream. Poster—31” x 43” 
—Swedish, 60/70 gr, 57/68-lb ream, 


78c pound; Japanese, similar quality, 
75c lb. Chinese, 17.2-kilo, 36-lb ream, 
$17.30 ream; 19.5-kilo, 42-lb ream, $19 
ream. Tissue Paper—25’’ x 44”, Aus- 
trian, 17 gr, 134-lb ream, $18.50 ream; 
Norwegian, similar quality, $17.50 
ream. Flint Paper (coloured)—-UK, 
60/65 gr, 25-lb ream, 20” x 30”, $36.50 
ream; German, $35.50. Chinese, 26-lb 
ream, $34.50 ream. Prime Glassine— 
White, 30 gr, 26-lb ream, 30” x 40”— 
French, German or Austrian, $33.30 
ream; Italian, $32.50; Japanese, $32 
ream. Coloured, similar quality, Ger- 
man, French or Austrian, $36 ream. 
Newsprint in Reel—50/52 gr, 31’— 
US, 59c; UK, 57c; Chinese, 52c; Japa- 
nese, 50c; Norwegian, 58c; Austrian, 
564c; all per pound ex-godown. News- 
print in Ream—31” x 43”, 50 gr, 48-lb 
ream—Japanese, $22 ream; Chinese, 
$25.50 ream. Duplex Board—One-side 
coated, 21” x 43’’—Czech, 280 gr, 220- 
lb ream, $125 ream. Cont 300/420 gr, 
280/380-lb ream, 66c pound. Japanese, 
250 gr, 240-lb ream, $110 ream; 230 
gr, 220-lb ream, $100 ream; 190 gr, 
180-lb ream, $83 ream. Straw Board 
—26” x 31”—Japanese, 8 to 16 oz, 
$450 per ton; 12 to 14 oz, $445; 20 
to 32 oz, $515 per ton. Chinesé, 8 
to 16 oz, $360 per ton. Taiwan, 8 to 
16 0z, $365 per ton. 


METALS 


Mild Steel Angle Bars—Cont or Jap 
3” x } x B and 3” x 1” x 1”, $57 per 
picul; 3” 134” x 14”, $56; 3/16” x 14” 
147.5 $52,505 47 x (2x 27, $62.50; 
5/16” x 24” x 2%”, $52.50. Mild Steel 
Flat Bars—Cont or Jap, 4”’ x 4” to 3”, 
$55 picul; 8” x 1” to 14”, $54; 4” x 1” 
x 2”, $53. HK, 4” x 3” to 1”, $51 picul; 
4” x 3” to 2”, $50. Mild Stee] Round 
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Bars—Cont, 40’ length, 3” dia to 2” 
dia, $53 picul; 3” dia, $54.50; 8” dia to 
14” dia, $54; 14” dia, $55. HK, 20’ 
to 40’ length, }” to 1” dia, $50. Mild 
Steel Square Bars—Cont or Jap, 20’ 
to 22’ length, 3?” and #”’, $53 picul. 
Mild Steel Plate—Jap, 4’ x 8’, 3/32” 
to }” thick, $68 picul. Galvanized Steel 
Sheets—UK, 4’ x 8’, 3/32”, 58c pound; 
4”, 58c pound. Mild Steel Plate Cut- 
tings—Cont, old, 5/16” to 5/8”, $49 
picul. Steel Wire Rope—HK, 24 x 6 x 
720, 1” ‘dia, $1.80 pound; 134”, $1.60; 
14”, $1.40; 12”, $1.30, 2%”, $1.10. UK, 
12”, $2.10; 13’, $1.60; 2” $1.23. Tin- 
plate Waste Waste—Coked: US, 18” x 
24”, $102 per case of 200 Jbs; UK, simi- 
lar quality and same packing, $94. 
Electrolytic, US, 18” x 24’, 1 ton skid, 
$94 per case of 200 lbs; UK, $90. 
Misprint, UK, 18” x 24’ and larger, 
$48 per picul. Blackplate Waste Waste 
—UK, 18” x 24” and larger, G29 to 
G33, $57 picul. Galvanized Iron Sheets 
—Jap, 3’ x 7’, USSG 28, 59c per pound. 
Black Iron Plate—Jap, 3’ x 6, G24 to 
G26, $62 picul; G18, $59. Tin Plate— 
UK, 20”.x 28’, 112 shts per case of 
200 lbs with tin lining, $126 case; 30” 
x 36”, G24, 76c pound. © Aluminium 
Sheets—Jap, 4’ x 8’, 99.5% alloy, G18 
and G20, $2.05 pound; G26, $2.20. 
Brass Sheets—UK, 4’ x 4’, 30 to 40 
lbs per sheet, $385 picul. Copper Sheets 
—German, 4’ x 8’ x 8/32” to 8”, $2.90 
pound. Foundry Lead—$113  picul. 
Rolled Lead Sheets—Cont, 5-cwt roll, 
2 lbs per sq ft, $1.16 pound; 6 lbs 
per sq ft, $1.15 pound. Steel Wire Rod 
—Cont or Jap, 1st grade, 3/16”, $47 
picul; 2nd grade, 3/16”, $42 and 3%”, 
$40 picul. Galvanized Iron Wire— 
Cont or Jap, G8 and G12, $53 picul; 
G16, $56; G20, $57; G22, $58. Wire 
Nails—Jap, 3” x 18 BWG, $72. picul; 
8” x 18 BWG, $68 picul; 14” x 14 
BWG, $54. HK, 3?” x 17 BWG, $66 
piculs 1” x 15 BWG, $52. Black Iron 
Pipe—Cont, 18’—-22’ length, 4” dia, 
40c per foot; 14” dia, $1. Galvanized 
Iron Pipe—Cont, 18’—22’ length, +” 
dia, 45c per ft; 14” dia, $1.05; 13” dia, 
$1.27; 2” dia, $1.69. Steel Box Strap- 
ping—Jap, blue annealed, 8’, G27, 80c¢ 
pound; cold rolled, black, #”, G20, $67 
picul. Cast Iron Scrap—$33.50 picul. 
Wrought Iron Scraps—1st choice, $420 
per ton; 2nd choice, $310 per ton. Iron 
Plate (ship salvage)—32/8” thick, $37 
picul. 


INDUSTRIAL CHEMICALS 


Acetic Acid (glacial, 99/100%)— 
German, 64¢ pound. (78/80 % )—Ger- 
man, 56c pound. Carbolic Acid 


(Phenol)—Australian or German, $1.05 
pound. Chromic Acid (flake)—Ger- 
man, $1.70 lb: Citric Acid—Crystal, 
UK, $1.80 pound; Granular, Belgian, 
$1.64 Ib. Stearic Acid—Belgian, needle 
form, $1.12 pound. Sulphuric Acid— 
HK, 15c lb. Bicarbonate of Soda (re- 
fined) UK, $44 per bag of 100 kilos. 
Caustic Soda—Chinese, $107 per 200- 
kilo drum; UK, $194 per 340-kilo drum. 
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Chrome Alum—Czech, 42c lb; UK, 60c 
lb. Copper Sulphate—UK, 90c Ib. 
Formalin—UK, 33c lb. Glycerine — 
Chinese, 250‘kilo drum, $1.75 Ib; 20- 
kilo tin, $1.85 lb. Gum Arabic—Sudan, 
$1.04 lb. Iron Oxide (red)—-Germén, 
88c lb. Lead Oxide (red)—Australian, 
$133 per picul. Lithopone (30%)— 
Dutch, 863c lb; German, 32c. Mercury 
—lItalian, $2,900 picul. Petrolatum 
(amber)—German, 29c lb; US, 44c lb. 
Shellac (Lemon)—Indian, No. 1, $333 
picul. Silicate of Soda—Japanese, $130 
per drum of 330 kilos; German, $140 
per drum of 350 kilos. Soda Ash— 
Chinese, $24 per bag of 80 kilos; UK 
$32 per bag of 100 kilos. Sodium 
Cyanide—German, $1.12 lb. Sodium 
Nitrate—German, $24 picul. Industrial 
Tallow—Australian, No. 1, $66 picul; 
German, $75 picul. Tanning Extract 
—Mimosa, 52c lb; Quebracho, 75c Ib. 


PHARMACEUTICALS 


Penicillin Oral Tablets—50,000 units 
per tablet—-US, 1960, $2.35 per carton 
of 12’s and $155 per box of 1,000’s. 
Penicillin G, Procaine in oil with Alu- 
minium, 300,000 units per c.c.—US, 
1960, $2.20 per vial of 10 ec; UK, 1958, 
$1.70; French, i958, $1.65. Dihydro- 
streptemycin—UK, 1960, 80c per vial 
of 1 gm; French, 1958, 65c; US, 1960, 
$5c; Jap, 1959, 65c. Sulfadiazine Pow- 
der—French, $22 per lb. Sulfathiazole 
Powder—UK, $9.20 lb. Sulfaguanidine 
Powder—UK, $7.10 lb. Quinine Ethyl- 
carbonate—Dutch, $2.85 per oz; UK, 
$2.30 per oz. Isoniazide Tablets—UK, 
$2.65 per bottle of 100’s; French; $1.40 
per bottle of 100’s. Antipyrin—Ger- 
man, $7.80 lb; French, $8 lb. Barbitone 
—US, $14.50 lb; German; $11.50 Ib. 
Glucose Powder—Dutch, 90¢ lb; US, 
90c lb. Gum Acacia—UK, Sept for- 
ward, $2.30 lb. Phenacetin—Dutch, $5 
1b; UK, $5 lb; German, $5 lb. Potas- 
sium fodine (crystals)—Dutch, $9.50 
lb; UK, $9.60 lb. Saccharum Lactose— 
German, 91¢e lb; Dutch, 92c UK, 98c. 
Salicylic Acid—US, $2.70 lb; German, 
$2.60. Santonin—UK, $14.50 oz; Japa- 
nese, £45 per kilo cif HK. 


COTTON YARN 


Hongkong Yarn—10’s, $760 to $830 
per bale; 20’s, $930 to $940; 30’s, 
$1,400; 40’s, $1,450 to $1,490. Pakis- 
tan Yarn—20’s, $830 to $900 per bale; 
32’s, $1,190 to $1,210; 40’s, $1,490. 
Indian Yarn—10’s, $760 per bale; 20’s, 
$820 to $865; 32’s, $1,130; 40’s, $1,340. 
Japanese Yarn—32’s, $1,320 to $1,340 
per bale; 40’s, $1,430 to $1,460; 42’s, 
$1,630 to $1,660. 


COTTON PIECE GOODS 


Grey Sheeting—HK, 60 x 56, 36” x 
40 yds per pe, $34 per pe. Chinese: 
63 x 64, 36” x 40 yds, $35.50 pe; 72 
x 69, 38’’ x 403 yds, $34.20 pc; 60 x 60, 
86” x 40 yds, $34 pe. Indian: 44 x 
48, 35” x 40 yds, $26.50 pc; 44 x 40, 
$25 pe. Japanese, 72 x 69, 38” x 404 
yds, $34.30 pce: White Shirting—Japa- 
nese, No. 16000, $48 pce; No. 10000, 
$46.50 pe; No. 5050, $44 pe. HK, 36” 
x 42 yds, $40 pe. 


RICE 
White Rice, 100% whole—Thai, 
new, Ist grade, $70.50 picul. White 
Rice—Thai: special 8% old, $61.30 


picul; A 5%, old, 2nd quality, $59.30; 
B 10%, new, 2nd, $57.50; C 15%, new, 
1st, $56.50. Chinese: grade B, $57 picul; 
old crop, $53.30; 1st quality, $48. 
Broken Rice—Thai: Al superior, new, 
$43.30 picul; Al special, new, $42.30; 
Al ordinary, new, $41.30; B1 special, 
new, $38.50; C1 special, new, $36.30; 
C1 ordinary, new, $35.30. Glwtinous 
Rice—Thai, broken, C1 _ ordinary, 
$31.80 picul; C1 special $34. 


WHEAT FLOUR 


Australian Brands—$11 to $13.30 
per bag of 50 lbs. American Brands— 
$28.50 per bag of 100 lbs and $13.50 to 
$15.40 per bag of 50 lbs. Canadian 
Brands—$35.30 to $36 per bag of 100 
Ibs and $16.50 to $17.80 per bag of 50 
Ibs. 
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SUGAR 


Granulated Sugar—Taiwan, refined, 
No. 24, $43 picul. Japanese, fine, 
$42.60 picul. ‘laikoo, fine, special, $46 
picul; 2nd quality, $41.50; brown, 
$30.80. Philippine, brown, 1st quality, 
$36.30 picul. Sugar Slab, brown—HK, 
1st quality, $37 picul; 2nd _ quality, 
$35.50. Candy Svgar—HK, 2nd quali- 
ty, $47 picul. Malt Sugar—Thai, $39 
picul. 


CEMENT 


Green Island Cement—Emeralcrete, 
rapid hardening, $8.25 per bag of 112 
lbs. Emerald, $7.10 per 112-lb bag 
and $6.20 per 100-lb bag. Snowcrete, 
white cement, $71 per’drum of 375 ibs 
and $15.90 per bag of 1-cwt. Chinese 
Cement—Five Rams, 45-kilo bags, 
$115 per metric ton cif HK ex-ship. 
Japanese Cement—$5.70 per 100-lb 
bag. 


SUNDRY PROVISIONS 


Apricot Kernel—lIndian, large, old 
stock, $980 picul; medium, new, $715- 
Bamboo Sheot, dried—-Changsha, new 
stock, lst quality, $116 picul. Bean 
Stick—HK, ist, A grade, $176 picul, 
B grade, $80. Vermicelli—Tsingtao, 
2nd grade, cloth bag, $164 picul. HK, 
1st, $156. Black Date—Tientsin, large, 
$125 picul. Red Date—Tientsin, ‘2nd 
crop, new, $190 picul; Tsingtao, new, 
large, $120. Black Fungus (thick)— 
Yunnan, $1,280 picul; Australian, 1st 
quality, new, $920; Japanese, new, 1st, 
$900. Ginkgo—Kiangsu, large, $245 
picul. Ham—Chekiang, Kamwah, $365 
picul. Dried Lichee—Kwangtung, A 
grade, new, $575 picul; Fukien, 2nd, 
$140. Lily Bulb dried—Hunan, new, A 
grade, $175 picul. Lotus Nut—Hunan, 
large, new, $365 picul; Pnompenh $145. 
Lungngan, dried—Fukien, medium, 
$100 picul. Black Moss—Shensi, 1st, 
extra choice, $1,080 picul.. Mushroom, 
thick—Japanese, 1st, B, new, $1,060 
picul; 2nd, B, new, $966. Starch— 
Thai, $42 picul. Walnut Kernel— 
Tsingtao, large, $120 picul. 


